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FASB Issues 
Statement and Two 
Technical Bulletins
FAF Appoints 
New Trustees
The CPA Letter
A Membership News Report Published by the AICPA
The Financial Accounting Standards Board has issued a statement which sets forth 
the method of accounting when a regulated company no longer meets the criteria 
for applying FASB Statement no. 71, Accounting for the Effects o f  Certain Types of 
Regulation.
According to Statement no. 101, Regulated Enterprises—Accounting for the 
Discontinuation o f Application o f FASB Statement no. 71, a company that is no 
longer eligible to apply FASB Statement no. 71 is required to remove all regulatory- 
created assets and liabilities from its balance sheet. However, the carrying amounts 
of plant, equipment and inventory that have been measured and recognized 
according to Statement no. 71 are not adjusted unless these assets are impaired.
This statement is effective for companies that discontinue applying FASB 
Statement no. 71 in fiscal years ending after December 15 , 1988.
Technical Bulletin no. 88-1, Issues Relating to Accounting for  Leases, addresses 
these five issues:
□  Accounting for lease incentives to a new lessee in an operating lease;
□  Time pattern of the physical use of the property in an operating lease;
□  Applicability of leveraged lease accounting to existing assets of the lessor;
□  “Money-over-money” lease transactions; and
□  Wrap lease transactions.
Definition o f a Right o f Setoff is the title of Technical Bulletin no. 88-2. The intent 
is to clarify the general principle by specifying the conditions necessary for 
offsetting, because questions often arise about whether offsetting is appropriate.
Also, the board is preparing a final statement, for written ballot, Accounting for  
Income Taxes—Deferral o f the Effective Date o f FASB Statement no. 96, Accounting 
for Income Taxes. The deferral will be for one year, to fiscal years beginning after 
December 15 , 1989. An enterprise that has already applied the provisions of 
Statement no. 96 and issued interim or annual financial statements reflecting that 
application may not revert to accounting for income taxes under APB Opinion no. 
11, Accounting for Income Taxes.
The Financial Accounting Foundation, which oversees the activities of the 
Financial Accounting Standards Board and the Governmental Accounting 
Standards Board, has announced the appointment of five new trustees and the 
reappointment of two others.
The new members of the board, appointed to three-year terms, are: Arden B. 
Engebretsen, vice chairman of the board and chief financial officer of Hercules 
Incorporated; Patrick C. Glisson, commissioner of finance for the city of Atlanta; 
Clark H. Johnson, chief financial officer of Johnson & Johnson; Shaun F. O’Malley, 
chairman and senior partner of Price Waterhouse; and Philip F. Searle, chairman of 
SunBank/Naples, N.A. and retired chairman of the board of SunBanks, Inc.
Reappointed to the 16-member board were LeRay L. McAllister, Utah state 
senator; and Robert A. Mellin, consultant and former senior partner of Hood and 
Strong.
The auditing standards division has issued Statement of Position 88-2, Illustrative 
Auditor's Reports on Financial Statements of Employee Benefit Plans Comporting 
with Statement on Auditing Standards no. 58, Reports on Audited Financial 
Statements.
The SOP amends the illustrative reports contained in paragraphs 12.3 through 
12.20 of the audit and accounting guide, Audits of Employee Benefit Plans, and is 
effective for reports issued or reissued on or after January 1 , 1989.
Copies are available from the AICPA order department, 800/334-6961 (US); 
800/248-0445 (NY). The product number is 014770 and the price is $4.75; $3.80 to 
members.
GASB Issues 
Proposal on 
Risk Financing
The Governmental Accounting Standards Board has issued an exposure draft that 
would establish standards of accounting and financial reporting for risk financing 
and insurance-related activities of state and local governments. Public entity risk 
pools would also be included.
Under the proposed statement, state and local governments would be required 
to report an estimated loss from a contingency as an expenditure and as a liability 
if it is probable that an asset has been impaired or a liability has been incurred, and 
the amount of the loss can be reasonably estimated. However, if the governmental 
entity uses an internal service fund to accumulate resources to pay claims, the 
entity may use an actuarial funding method to calculate the amount that the 
internal service fund charges other funds of the entity.
Public entity risk pools would follow accounting standards that are in effect for 
similar business enterprises, as set forth in FASB Statement no. 60, Accounting and 
Reporting by Insurance Enterprises.
If finally adopted, the provisions of the proposed statement related to public 
risk pools would be effective for periods ending after June 15, 1990. For state and 
local governments, the provisions would be effective upon issuance of a final GASB 
statement on measurement focus and basis of accounting.
Comments on the draft, Accounting and Financial Reporting for Risk 
Financing and Related Insurance Issues, are due by March 17. Copies are available 
from GASB, Order Department, 401 Merritt 7, P.O. Box 5116, Norwalk, Connecticut 
06856-5116.
The first phase of the AICPA’s national advertising campaign, established last 
summer (see June 13 Letter) will be completed with 16 placements in 14 
publications during the first three months of 1989.
The schedule is as follows: Forbes (February 6, March 6); Fortune (March 13); 
Inc. (February); Leadership Network, comprised of Across the Board, Columbia 
Journalism Review, Commentary, National Review, The New Republic and World 
Press Review (January, February); Nation's Business (January, March); Newsweek— 
Business Edition (February 6, March 20); Time—Business Edition (January 23, 
March 6); Wall Street Journal (weeks of February 8, March 8); and Washington 
Journalism Review (January/February, March). Considering the time of year, each of 
the publications will carry the ad, “Taxes Made Simple,” at least once.
Also, 239 copies of the AICPA-produced public service announcements on tax 
topics have been ordered by 17 state societies for distribution to local TV stations, 
and the Institute has sent 160 copies directly to stations in other states.
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Reports
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Recent ASB Actions
Highlights of Ethics 
Committee Meeting
Neebes and Luton 
Receive POB Award
At a special meeting on December 21, the auditing standards board agreed to a 
written ballot on whether a proposed statement on compliance auditing should be 
issued. The proposed statement would establish standards for testing and reporting 
on compliance with laws and regulations for specified engagements under 
generally accepted auditing standards, Government Auditing Standards and the 
Single Audit Act of 1984, and in other compliance engagements. Balloting is 
expected to be completed by the end of this month and, if approved, a final 
statement is expected to be issued shortly thereafter.
At its regular meeting on November 29-30, the board:
□  Agreed to develop new guidance for auditors of entities that use service-center 
organizations to conform SAS no. 44, Special-Purpose Reports on Internal 
Accounting Control at Service Organizations, with SAS no. 55, Consideration of 
the Internal Control Structure in a Financial Statement Audit;
□  Agreed to seek the written vote of the board for issuance of a proposed SAS, 
Special Reports. The proposed SAS prescribes a special report form that 
parallels the form of the auditor’s standard report in SAS no. 58, Reports on 
Audited Financial Statements. The board approved certain changes to the 
exposure draft to be included in the proposed final statement.
During its meeting last month, the professional ethics executive committee 
approved exposure of ten proposals, with comments due by May 1:
□  Deletion of Interpretation 502-1 under Rule 502— “Informational Advertising”;
□  Revision of Interpretation 502-2 under Rule 502— “False, Misleading or 
Deceptive Acts in Advertising and Solicitation”;
□  Adoption of an Interpretation under Rule 101—“Independence and Attest 
Engagements”;
□  Adoption of an Interpretation under Rule 102—“Conflicts of Interest”;
□  Adoption of an Interpretation under Rule 301— “Application of Exemptions 2 
and 4 of Rule 301 to AICPA Members”;
□  Revision of the Applicability Section of the AICPA Code of Professional 
Conduct;
□  Revision of Ethics Ruling no. 7 under Rule 301—“Revealing Names of 
Employer’s Clients”;
□  Deletion of Ethics Ruling no. 4 under Rule 301— “Prior Client Relationship”;
□  Deletion of Ethics Ruling no. 127 under Rule 504—“State Controller”;
□  Deletion of Ethics Ruling no. 132 under Rule 504— “Tax Practice: Conflict of 
Interest.”
These and seven previously approved items appear in an omnibus exposure 
draft, a copy of which is being sent automatically to each practice unit represented 
in the AICPA membership. Others may obtain copies from the professional ethics 
division.
Donald L. Neebes and James P. Luton, Jr., are the 1989 recipients of the John J. 
McCloy Award for auditing excellence recently created by the Public Oversight 
Board. The recipients were, respectively, the initial chairmen of the peer review 
committee of the SEC practice section and the private companies practice section of 
the AICPA’s division for CPA firms.
Neebes is a partner in the Cleveland office of Ernst and Whinney, and Luton is 
a sole practitioner in Oklahoma City.
CAPA Conference 
Set for 1989
AICPA Credit Card 
Plan Improved
POB Reappoints 
McCracken
AICPA Member 
Expelled
AICPA Recommends 
Reappointment of 
IRS Commissioner
Self-study Course 
Explains Tax 
Changes
The XII Conference of the Confederation of Asian and Pacific Accountants, hosted 
by the Korean Institute of CPAs, will be held in Seoul, Korea, from September 17 
through September 20.
The theme of the conference is “Contemporary Developments in the 
Accountancy Profession in the Asian and Pacific Region.” The program will consist 
of plenary sessions and workshops oriented to the Asian and Pacific area.
A brochure, including a preliminary registration form, is now available.
Contact Jo DeLosReyes at the AICPA offices, 212/575-6468.
Recent improvements to the Institute’s member credit card program include:
□  A decrease in the annual membership fee for AICPA Gold cardholders from $30 
to $24 and from $20 to $18 for Silver cardholders. As in the past, the card is 
issued free for the first year.
□  An increase in the rental car collision damage waiver coverage goes from $3,000 
to $25,000.
Members who do not hold the AICPA credit card may call 800/537-3057 for 
information and an application.
The Public Oversight Board of the Institute’s SEC practice section of the division for 
CPA firms has reappointed Paul W. McCracken to a five-year term on the board.
Dr. McCracken, who was originally appointed to the board in 1985, is the 
Edmund Ezra Day Distinguished University Professor Emeritus of Business 
Administration at the University of Michigan (Ann Arbor). He has served as the 
chairman of the President’s Council of Economic Advisers and is a past president of 
the American Enterprise Institute of Public Policy Research.
The AICPA bylaws provide that membership in the Institute shall be terminated 
without a hearing should there be filed with the Secretary a final judgment of 
conviction imposed on any member for a crime punishable by imprisonment for 
more than one year.
On September 19, 1988, the membership of Brenda Keener of Monticello, 
Arkansas, was terminated upon receipt of a Judgment and Probation/Commitment 
Order in the U.S. District Court for the Eastern District of Arkansas, stating that on 
June 8 ,  1987, Ms. Keener was convicted of conspiracy.
In a letter to President-elect George H.W. Bush recommending the reappointment of 
IRS Commissioner Lawrence B. Gibbs, AICPA Chairman Robert L. May and 
President Philip B. Chenok stated that Commissioner Gibbs “has done an 
outstanding job in service to the American taxpayer.”
The letter stated that Commissioner Gibbs “has set a tone which has
(1) instilled in IRS employees an attitude of quality service to taxpayers;
(2) significantly improved IRS relationships with CPAs and other tax practitioners;
(3) increased the IRS emphasis on research and long-term planning; and
(4) caused the IRS to undertake a major restructuring of its total computer system.”
A new CPE-prepared audio cassette/workbook course, Technical and Miscellaneous 
Revenue Act of 1988, is now available from the AICPA.
It analyzes and discusses the long-awaited technical corrections, changes, 
amendments and substantive new provisions to TRA ’86 and the 1987 Revenue 
Act. Some amendments are effective immediately, but others are effective for prior 
tax years. Many of these amendments offer refund opportunities which are 
highlighted in the course. Recommended CPE credit is 8 hours. The cassette/ 
workbook, product no. 747709, is $99. Additional workbooks (product no. 747713) 
are $49.50 each.
To order, call the AICPA order department at 800/334-6961 (US); 800/248-0445 
(NY).
—  4 —
The AICPA library, the most comprehensive accounting library in the world, offers 
a variety of services to members at no or nominal charge. In addition to the 
traditional library services, it publishes the Accountants’ Indexes, produces the 
Accountants’ Database (the on-line equivalent of the printed Index), performs 
research, develops bibliographies and duplicates tax forms and certain other 
documents.
For more on the library’s services, a copy of the Library Guide brochure and the 
current price schedule, call 800/223-4155 (US); 800/522-5434 (NY).
NOTICE OF AICPA PUBLIC MEETINGS
Auditing Standards
Following a closed session in the morning, the auditing standards board will hold an open meeting in 
New York City on January 24-25. The agenda follows:
January 24—P.M. (Marriott Marquis Hotel)
□  Control Risk Audit Guide (discussion of chapters of draft that would provide implementation 
guidance);
January 25—A.M. (AICPA board room)
□  Recodification Framework (report of task force on proposed revisions);
January 25—P.M.
□  Control Risk Audit Guide (continue discussion of the proposed audit guide).
The next scheduled meeting of the board is on February 22-23 in New York City.
Federal Taxation
The federal taxation executive committee will hold an open meeting on January 26-27 at the Royal 
Orleans Hotel in New Orleans, starting at 8:30 a.m. The agenda follows:
January 26—A.M.
□  Recommendations for Transfer Tax Reform (report of task force);
□  Civil Tax Penalties Recommendations (report of task force);
January 26—P.M.
□  Employee Benefits (report of task force);
□  Automatic Extensions (preliminary discussion);
January 27—A.M.
□  Tax Simplification (report of task force);
□  Recommendations for Revenue Options (report of task force);
January 27—P.M.
□  Legislative and Regulatory Priorities for 1989 (preliminary discussion);
□  Pro Bono Services (preliminary discussion).
The next scheduled meeting is in Washington, D.C., on March 20-21.
Quality Review
An open meeting of the quality review executive committee will be held in Phoenix on January 23-24 
at the West Court on the Buttes, starting at 8:30 a.m. The preliminary agenda follows:
January 23—A.M.
□  Consideration of Comment Letters on the Proposed Standards for Performing and Reporting on 
Quality Reviews;
January 23—P.M.
□  Guidelines for Involvement of Associations (discussion);
January 24—A.M.
□  Consulting Review Program (discussion);
□  State Society Quality Review Program Administrative Manual (discussion).
The next scheduled meeting of the committee will be in New York City on March 20-21.
Changes from these notices will be reported by the meetings telephone information service.
The number is (212) 575-5694.
Members 
Encouraged 
to Use Library 
Resources
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Washington Briefs Guidance Provided on PSC Computation—In view of practitioner questions, the 
AICPA asked the IRS whether tax years for PSCs that straddle the January 1 ,  1988, 
effective date are subject to a hybrid tax calculation between graduated and 
maximum tax rates. The IRS has stated that fiscal year PSCs are not subject to this 
change until their fiscal year beginning in 1988. Consequently, they may utilize 
graduated tax rates for their entire fiscal year ending in 1988. Calendar year PSCs 
are denied graduated tax rates for the tax year beginning January 1, 1988.
IRS Clarifies Section 355 Requirements—The requirements under section 355 of 
the Internal Revenue Code of 1986 have been clarified regarding business purpose, 
continuity of interest, devices for distribution of earnings and profits, and active 
conduct of a trade or business in final regulations issued by the IRS. They were 
reported in the January 5 issue of the Federal Register.
Safe Harbor for Property Transferred to Utilities—In Notice 88-129 published in 
Internal Revenue Bulletin no. 1988-52, December 2 7 , 1988, the IRS stated that 
transfers of property to regulated public utilities by qualifying small power 
producers and qualifying co-generators in connection with sales of power, will not 
be treated in most cases as taxable contributions in aid of construction under IRS 
Code Section 118(b).
Terminating S Corporation Status—Proposed rules by the IRS (PS-260-82) require 
that shareholders holding more than 50 percent of the issued and outstanding 
shares of stock agree to the termination of subchapter S status. Under the rules, a 
corporation’s election is terminated if the corporation ceases to be a small business 
corporation as defined in the regulations.
IRS Issues Applicable Federal Rates for January—IRS Revenue Ruling 89-1, 
published in the January 3 Internal Revenue Bulletin, announces the federal 
interest rates, the adjusted federal long-term rate and the federal long-term tax- 
exempt rate for January 1989. The adjusted long-term and tax-exempt rates for 
January are 7.25 percent.
IRS Proposals on Prizes and Awards—The January 9 issue of the Federal Register 
includes a notice of IRS proposed rulemaking to provide guidance on amendments 
to the regulations affecting the excludability of certain prizes and awards reflecting 
changes made by TRA ’86.
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FASB Amends Cash 
Flow Statement; 
Plans Income 
Tax Report
Two Accounting 
and Auditing 
Guides Updated
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The Financial Accounting Standards Board has approved a new statement that 
would amend its Statement no. 95, Statement of Cash Flows. It closely follows the 
provisions of the exposure draft and is expected to be issued this month.
The amendment exempts employee benefit plans and certain investment 
companies from the requirement to present a statement of cash flows, and changes 
the classification of cash receipts and payments for some transactions of banks, 
investment brokers and others.
Among its principal provisions:
□  Defined benefit pension plans and other employee benefit plans that present 
financial information in accordance with FASB Statement no. 35, Accounting for  
Defined Benefit Pension Plans, are not required to present a cash flow statement 
as part of a full set of financial statements;
□  Highly liquid investment companies subject to the Investment Company Act of 
1940 would be exempt from the provisions of Statement no. 95, if certain 
conditions are met;
□  For banks, investment companies and others that hold assets in a trading 
account, cash receipts and payments resulting from buying and selling financial 
instruments and other assets that are acquired specifically for resale and are 
carried at market value in a trading account would be classified as operating 
activities. In the case of trading account assets, the new statement classifies them 
in the same manner as inventories held by other companies.
The board also plans to issue a special report on implementation of the 
requirements of FASB Statement no. 96, Accounting for  Income Taxes. The 
proposed guidance would indicate, among other things that,
□  A deferred tax asset should be measured based on the amount of refund that 
could be recovered by loss carryback even if future tax rates are lower than the 
tax rates in the loss carryback years;
□  A deferred tax liability or asset should not be recognized for a difference 
between the amount of goodwill for financial reporting and its tax basis at the 
date of a business combination regardless of whether goodwill is deductible in 
that particular tax jurisdiction.
The AICPA’s auditing standards division, in two statements of position (SOP), has 
updated illustrations in two accounting and auditing guides to conform them to the 
new auditor’s standard report as required by SAS no. 58, Reports on Audited 
Financial Statements.
SOP 89-1, Reports on Audited Financial Statements o f Brokers and Dealers in 
Securities (product no. 014785), updates Audits o f Brokers and Dealers in 
Securities.
SOP 89-2, Reports on Audited Financial Statements o f Investment Companies 
(product no. 014790), updates Audits o f Investment Companies.
At a price yet to be determined, the SOPs are available from the order 
department. Call 800/334-6961 (US); 800/248-0445 (NY).
—  2 —
Legislation to reform the civil provisions of the Racketeer Influenced and Corrupt 
Organizations Act (RICO) is expected to be introduced shortly in the House and 
Senate.
The legislation will be substantially similar to that which was introduced in 
the last session of Congress. Under provisions of the bill, plaintiffs could only 
recover single damages in most civil RICO cases, including those involving federal 
securities and commodities laws, and where one business sues another.
Members are urged to contact their senators and congressmen to seek their co­
sponsorship. An informational package, including a suggested draft letter, is 
available by calling the AICPA Washington office at 202/737-6600.
The AICPA tax division has issued a practice guide to assist CPAs in determining 
whether or not a grandfather election should be made under the excess retirement 
distribution excise tax (Section 4980A). The guide provides an analysis of the law, 
observations on the grandfather election and a worksheet to determine a client’s 
August 1 , 1986, retirement plan balances.
A copy is being mailed to each member of the tax division and additional 
copies will be available by mid-February. They can be obtained by sending a check 
for $5 each and a self-addressed 9x12 envelope to Section 4980A Practice Guide, 
AICPA, P.O. Box 2626, Times Square Station, New York, New York 10108-1035.
Accounting and Auditing Update Handbook (product number 029600) — This 
compact manual provides a practical reference guide to the past year’s technical 
pronouncements. It emphasizes how the new pronouncements, including the nine 
new “expectation gap” SASs, may affect the way a CPA deals with specific 
situations. The handbook bridges the gap between pronouncements and practice.
In addition to examining the FASB pronouncements and the SASs, the 
handbook deals with the new rules on compliance auditing, the attestation 
standard for pro forma financial information, applies new rules to practice, 
provides practice questions and solutions, and presents practice aid schedules and 
worksheets. The price is $50; $45 to members, from the order department.
Disclosure Checklists — The following winter 1988 editions of disclosure 
checklists and illustrative financial statements are available from the order 
department:
□  State and Local Governments (product number 008500). Price is $18.00; $15.40 to 
members;
□  Corporations (product number 008515). Price is $14.00; $11.20 to members;
□  Construction Contractors (product number 008520). Price is $8.00; $6.40 to 
members;
□  Real Estate Ventures (product number 008534). Price is $8.00; $6.40 to members.
To order, write to the AICPA order department, or call 800/334-6961 (US); 
800/248-0445 (NY).
AICPA members who would like to receive their copies of the Letter by first-class 
mail should send their checks for $6.50 to the Institute’s circulation department as 
soon as possible. This will assure them of first-class delivery for the period from 
March 1 , 1989, through February 28, 1990. Otherwise, their copies will be sent at 
the usual second-class rate. Those members who had previously elected the first- 
class option will continue to be billed accordingly.
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Tax Season 
Materials Available
FHLB (Dallas) Seeks 
Accounting Fellows
The AICPA is again providing several tax season aids to assist CPAs in helping their 
clients to understand the 1988 tax laws and procedures.
□  Take Command of Your Taxes: A CPA's Guide to Preparing Your 1988 Tax Return 
(product number 889399) — This speech focuses on the highlights of the 1988 
tax laws and offers basic tips on preparing tax returns. The cost is $3, prepaid.
□  A Guided Tour Through Your 1988 Tax Return (product number 889370) — This 
presentation of 38 color slides illustrates the major changes in the 1988 tax laws. 
The accompanying script outlines how a taxpayer should determine taxable 
income and explains itemized deductions for the individual taxpayer. The cost is 
$75 for the first set; $35 for each additional set (nonrefundable unless defective).
□  Unlocking the Maze: A CPA’s Guide to Preparing Your 1988 Tax Return (product 
number 889384) — This two-color, eight-panel brochure can be used as a 
companion piece to the speech or slide presentation. Or, it can be separately 
distributed. It gives an overview of the major changes in the 1988 tax laws and 
basic guidelines on how a taxpayer can go about preparing this year’s tax return. 
The cost is $10 per 100 copies.
These items may be ordered from the AICPA order department, P.O. Box 1036, 
New York, New York 10108-1036, or call 800/334-6961 (US); 800/248-0445 (NY).
Applications for its Professional Accounting Fellows program are now being 
accepted by the Federal Home Loan Bank of Dallas, with one fellowship becoming 
available early this year. Candidates should have at least seven years of public 
accounting experience with exposure to financial institutions, real estate or 
securities and have attained the managerial level. For further information, contact 
the Office of the District Accountant, FHLB of Dallas, P.O. Box 619026, Dallas/Fort 
Worth, Texas.75261-9026.
NOTICE OF AICPA PUBLIC MEETINGS
Auditing Standards
An open meeting of the auditing standards board will be held on February 22-23 in New York City in
the AICPA board room, starting at 9:00 a.m. The agenda follows:
February 22  — A.M.
□  Use of Internal Audit (discussion of a proposed SAS to supersede SAS no. 9, The Effect o f the 
Internal Audit Function on the Scope of the Independent Auditor's Examination);
February 22 — P.M.
□  Letters for Underwriters (discussion of a draft issues paper outlining the need to revise SAS no. 49, 
Letters for Underwriters);
□  Reporting on Internal Controls (discussion of draft issues paper highlighting issues about 
alternative models for reporting on intrernal controls);
February 23 — A.M. (10:30)
□  Service Center Produced Records (discussion of draft issues paper on proposed revisions to SAS 
no. 44, Special Purpose Reports on Internal Controls at Service Organizations);
February 23 — P.M.
□  Control Risk Audit Guide (discussion of drafts of Chapter 26 of the proposed audit guide to provide 
implementation guidance for SAS no. 55, Consideration of the Internal Control Structure in a 
Financial Statement Audit).
Quality Review
The quality review executive committee will hold an open meeting on February 16-17 at the O’Hare
International Airport in Chicago, starting at 9:00 a.m. Discussions will continue on the following:
□  Proposed Standards for Performing and Reporting on Quality Reviews;
□  State Society Quality Review Program Administrative Manual;
□  Quality Review Program Guidelines and Checklists.
Changes from this notice will be reported by the meetings telephone information service.
The number is 212/575-5694.
— 4 —
Washington Briefs Revenue Sharing Audit Reports — At the request of the Treasury Department, 
which has been receiving audit reports filed pursuant to the defunct Revenue 
Sharing Program, CPAs are asked to remind local government clients not to file 
audit reports with the Treasury unless the threshold amounts were actually 
received during the fiscal year covered by the reports. For further information, 
contact the Comptroller’s office at 202/343-0290.
Let FASB Set Accounting Standards, Says SEC Chief — In a speech before the 
AICPA annual SEC conference in Washington, SEC Chairman David Ruder rejected 
a business group’s proposal that a private sector panel oversee the FASB’s activities. 
This proposal could include dropping current projects. Ruder also said that he 
could not accept any proposal that would interfere with SEC oversight of the 
private-sector accounting standard-setting process.
New Rule on Contested Tax Interest — In Revenue Ruling 89-6, the IRS has 
adopted a new position on the deductibility of the interest component of certain 
remittances made by an accrual-basis corporate taxpayer. This arose because of new 
administrative procedures qualifying remittances of proposed but unassessed 
deficiencies as payments of tax. The ruling states that interest paid by such 
taxpayer in connection with a contested tax liability is deductible under Section 
461(f) in the tax year of payment, when the taxpayer remits the total amount of the 
proposed tax liability and does not designate the amount as a deposit in the nature 
of a cash bond.
Completed Contract Method — Restrictions on the completed contract method for 
long-term contracts required by the Technical and Miscellaneous Revenue Act 
(TMRA) of 1988 are discussed in IRS Notice 89-15. This was published in the 
Internal Revenue Bulletin no. 1989-7, February 13. It includes definitions, 
permissible methods of accounting for long-term contracts, application of the 
percentage of completion-capital cost method and allocation of costs.
Reporting Dependent Care Amounts — In IRS Notice 89-13, guidance is provided 
to employers who must report amounts of dependent care assistance furnished to 
employees in 1988, in accordance with TMRA 1988. Specifically, the IRS said that 
the amount should appear in Box 16 of Form W-2. However, because of the late 
imposition of this requirement, the IRS will consider this requirement to have been 
met if the employer maintains adequate records and provides the employee with a 
written statement of the amount and expenses incurred by January 31, 1989. The 
notice appeared in the Internal Revenue Bulletin no. 1989-4, January 23.
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At its meeting on February 9-10, the AICPA board of directors:
□  Received a progress report from the CPE executive committee on implementation 
of its business plan;
□  Decided to convey to the National Association of State Boards of Accountancy 
its strong concerns over hasty implementation of the proposed NASBA Registry 
of CPE Sponsors. The announced comment period will end on April 17, and the 
board believes that exposure of such proposals cannot be done effectively during 
the profession’s busiest season;
□  Adopted a resolution urging NASBA to reject a resolution of a state board of 
accountancy urging that NASBA assume responsibility for developing, 
administering and grading the CPA Examination by 1995;
□  Discussed strategies for responding to the savings and loan crisis. The AICPA is 
expected to testify at congressional hearings and will accelerate the revision of 
the Savings and Loan Audit Guide and other guidance to members;
□  Received a report on activities of the National Association of Accountants from 
its president and executive director;
□  Approved a new option for the Joint Ethics Enforcement Program whereby a state 
CPA society can elect to have the AICPA investigate all complaints involving 
members in that state;
□  Deferred action on a proposal that the Institute assume responsibility for 
investigating, on behalf of state boards of accountancy requesting assistance, 
federal government complaints against members;
□  Reviewed progress on the implementation of the Plan to Restructure Professional 
Standards;
□  Approved sites for the annual meeting through 1996. The locations selected are 
those which have attracted the largest number of members at past meetings;
□  Received a report of activities from the chairman of the SECPS Public Oversight 
Board;
□  Received a progress report from the chairman of the special committee on 
governance and structure.
The March issue of the Journal o f Accountancy will include the complete text of 
the recently issued GAO report on the quality of certain audits performed by CPAs 
of S&Ls reviewed by the GAO. This special section is intended to inform members 
of the types of problems that may be encountered when auditing S&Ls.
In response to a recommendation in the report, the Institute is accelerating 
development and issuance of additional guidance for auditors of S&Ls, with 
particular emphasis on several areas highlighted by the GAO. In a letter that will 
accompany the report, AICPA President Philip B. Chenok will enumerate the 
causes of the current S&L crisis. These include rising interest costs, uncollectible 
loans arising from a major and sustained drop in oil and real estate prices and 
decisions by regulators to permit insolvent S&Ls to remain open in the hope that 
economic improvements would solve the problems. He will also comment on 
actions the accounting profession has taken over recent years to alert CPAs to 
changes that have taken place in the thrift industry.
Recent AICPA
Disciplinary
Proceedings
The AICPA bylaws provide that membership in the Institute shall be suspended or 
otherwise terminated without a hearing should a member’s certificate as a certified 
public accountant or license or permit to practice as such be suspended or revoked 
as a disciplinary measure by any governmental authority.
□  The membership of Joseph P. Quinlan of Merchantville, New Jersey, was 
terminated on Novenber 29 , 1988, following the revocation of his license by the 
New Jersey State Board of Public Accountancy for expressing an opinion on 
financial statements of a corporate entity without disclosing that he had a 
financial interest in the entity.
□  The membership of William A. Argo of Seattle, Washington, was suspended 
indefinitely as of May 27 , 1988, following the indefinite suspension of his 
license by the Washington State Board of Accountancy for misrepresenting 
himself as a member of another public accounting firm and using the firm’s 
name and taxpayer identification number in preparing and signing a client’s tax 
returns.
□  The membership of Taylor Roy Finley of Norman, Oklahoma, was suspended 
from March 24 , 1988, to March 24 , 1991, following the suspension of his CPA 
certificate and permit to practice public accounting for a similar period by the 
Oklahoma State Board of Accountancy for departing from generally accepted 
auditing standards and failing to exercise due professional care in the 
preparation of federally assisted program audit reports.
At a meeting of a hearing panel of the Joint Trial Board in New York on November
2 ,  1988, Harvey H. Mendelsohn of Hicksville, New York, was found guilty of 
violating the rules of conduct of the New York State Society of CPAs and the AICPA 
by failing to adequately plan and supervise the performance of professional 
services in connection with an audit of financial statements; by permitting his 
name to be associated with the financial statements when acting as an independent 
public accountant without complying with generally accepted auditing standards 
promulgated by the Institute; and by expressing an opinion that the financial 
statements were presented in conformity with generally accepted accounting 
principles when the statements contained a material departure from these financial 
statements.
The hearing panel admonished Mr. Mendelsohn and required that he complete 
60 hours of continuing professional education courses in the areas of auditing and 
accounting within one year of the effective date of the decision. In addition, he is to 
submit within the one-year period two sets of audited financial statements and 
related working papers, or, if he is no longer performing audits, two sets of reviews 
with the related working papers to the Institute’s professional ethics committee for 
its review. If he fails to comply with the hearing panel’s requirements within the 
required time period, the matter is to be referred to the hearing panel for further 
action.
Mr. Mendelsohn, who was present at the hearing, did not request a review of 
the decision which, therefore, became effective on December 2 ,  1988.
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AICPA Urges 
Modification or 
Repeal of IRC 
Section 89
FASB Issues 
Statement; 
Exposure Draft
Reviews of FASB 
and GASB Issued
FASB Names Task 
Force on Financial 
Instruments
Section 89 of the Internal Revenue Code, as mandated by TRA ’86, was intended to 
be an incentive for employers to provide health care and other benefits to more of 
their employees. However, the complexities of this section and perceived inequities 
are a disincentive, according to AICPA Vice President—Taxation Donald Skadden.
According to Skadden, the cost of compliance, coupled with the onerous 
penalties for failure to comply with the requirements, are inherently unfair and 
inconsistent with the traditional policy of our U.S. tax system.
Therefore, the Institute is working with a coalition of over 100 organizations 
representing nearly every facet of the business community to seek repeal or 
modification of Section 89. A task force of the tax division is developing case 
studies on compliance problems and recommendations to simplify the section. 
Members who have suggestions that may assist the task force are urged to send 
them to: AICPA Tax Division, Section 89 Task Force, 1455 Pennsylvania Avenue, 
N.W., Washington, D.C. 20004.
The Financial Accounting Standards Board has issued Statement no. 102,
Statement o f Cash Flows—Exemption of Certain Enterprises and Classification of 
Cash Flows from Certain Securities Acquired for Resale. It amends Statement no. 
95, Statement o f Cash Flows. The new statement exempts defined benefit pension 
plans and certain other employee benefit plans from the requirement to provide a 
cash flows statement. Also included are highly liquid investment companies that 
meet specified conditions.
Employers’ Accounting for  Postretirement Benefits Other Than Pensions is the title 
of the FASB’s latest exposure draft, comments on which are due by August 14.
The proposed statement would significantly change the prevalent current 
practice of accounting for postretirement benefits on a pay-as-you-go (cash) basis. It 
requires accrual-during the years that the employee renders the necessary 
service—of the expected cost of providing those benefits to an employee and the 
employee’s beneficiaries and covered dependents.
In separate reports submitted to the Financial Accounting Foundation, committees 
have concluded that:
□  The Governmental Accounting Standards Board (GASB) should become a board 
of five full-time members, phased in over a three-year period, and that the 
position of research director should be separated from that of a board member;
□  The FASB should be the standard-setting body for the separately issued general 
purpose financial statements of hospitals; gas, water and electric utilities; and 
colleges and universities;
□  The GASB should be the standard-setting body for additional data that the GASB 
believes the governmentally-owned entities in these three groups should provide 
when separately issuing general purpose financial statements.
Copies of both reports may be obtained by writing to the order department of 
the Financial Accounting Foundation, 401 Merritt 7, P.O. Box 5116, Norwalk, 
Connecticut 06856-5116.
The Financial Accounting Standards Board has appointed a task force on financial 
instruments and off balance sheet financing issues to assist it in developing 
discussion documents for public comment.
FASB Vice Chairman James J. Leisenring will head the broadly based eighteen- 
member group which will make recommendations on disclosures, recognition and 
measurement, and liability and equity instruments. It will aid in resolving issues 
raised by inconsistent practice and guidance that have developed over the years.
Highlights of 
AcSEC Meeting
AICPA PLUS Plan 
Is Big Plus
Requirements for 
Pension Plan 
Payments
At its January meeting, the accounting standards executive committee took the 
following actions:
□  Approved final issuance of the auditing and accounting guide, Providers of 
Health Care Services, pending clearance by the AcSEC chairman and review by 
the FASB and GASB;
□  Approved for final issuance the statement of position, Definition o f  
“Substantially the Same” for  Holders of Debt Instruments, subject to clearance 
by the chairman of AcSEC and FASB and GASB review;
□  Approved a letter of comment to the Federal Financial Institutions Council on 
proposed interest rate swap reporting standards. The letter recommends 
extension of the comment period because such swaps raise complex 
measurement and disclosure issues. Also, the proposed standards could create a 
difference between generally accepted accounting principles and regulatory 
accounting principles;
□  Agreed to draft a letter to the FASB requesting that it consider revising FASB 
Statement no. 96, Accounting for  Income Taxes, for measurement of deferred tax 
assets based on hypothetical operating loss carrybacks and intercompany profits;
□  Suggested revisions to the proposed practice bulletin, Transfers with Recourse o f 
Receivables Collateralized by Commercial Properties, prepared by the savings 
and loan associations committee. It requested the committee to substantiate why 
the guidance is needed.
More than $7 billion of insurance is now in force under the AICPA Personal 
Liability Umbrella Security Plan (PLUS) that was introduced last November. AICPA 
members from all states are participating under this national insurance program, 
with coverage provided by Prudential Property and Casualty Insurance Company. 
The plan’s features include:
□  Coverage amounts from $1 million to $5 million;
□  Economical group rates. Built-in economy of scale offers each additional million 
dollars of coverage at progressively less cost;
□  Open enrollment. Contact the plan administrator approximately 30 days before 
the date you would like your coverage to start. Coverage will be effective as of 
the first day of any future month you select.
Additional information is available from the plan administrator: Rollins 
Burdick Hunter, 605 Third Avenue, New York, New York 10158, or call 800/221-3021 
(US); 212/973-6200, collect (NY). Ask for extension series 584.
The tax division notes that, while the new requirement for quarterly installments of 
pension plan contributions, IRC Section 412 (m), has been generally associated 
with defined benefit plans, it also currently affects money purchase and target 
benefit plans. At the present time, the only exemptions are for stock bonus, profit 
sharing and multi-employer plans.
Installments are due April 15, July 15, October 15 and January 15 , 1990, for 
calendar plans. They are being phased in so that each payment is 6¼ percent of the 
required annual payment for 1989. This will reach 25 percent in 1992. To avoid a 
penalty, the required annual payment must be based on either 90 percent of the 
current year’s contribution, or 100 percent of the prior year’s.
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AICPA 102nd ANNUAL MEETING 
San Antonio, Texas September 24-27, 1989
Marriott River Center
AICPA Education 
Vice President 
Appointed
Dr. Rick Elam has assumed the position of AICPA Staff Vice President—Education, 
Dr. Elam had, until his appointment, served as dean of the School of Business at 
Rutgers University (Camden). He had previously been associated with the 
University of Missouri in various capacities for 16 years.
According to AICPA President Philip B. Chenok, Dr. Elam will coordinate 
Institute activities relating to recruiting and training entrants into the profession. 
He will be responsible for working with the education executive committee and all 
committees that deal with the education area.
Understanding Audits and the Auditor’s Report: A Guide for Financial Statement 
Users (product number 058514) — This 44-page booklet supersedes A User’s Guide 
to Understanding Audits and the Auditor’s Reports and incorporates the new 
auditing standards adopted last year. In addition to discussing the nature of an 
audit and the responsibilities of management, the auditor and the user, illustrative 
examples of standard and nonstandard reports, with explanations, are included. In 
addition, a description of review and compilation reports, with illustrations, is 
appended. The price is $5; $4 to members.
Statements on Auditing Standards: Responding to the Public’s Expectation is the 
latest CPA Video Journal program and discusses the nine new auditing standards to 
improve auditor performance and communications which began to take effect on 
January 1. The tape is priced at $50. Please specify cassette format and product 
number: 3/4" U-Matic (885720); 1/2" VHS (888729) or 1/2" Beta (886719).
The above material is available by writing to the AICPA order department, or by 
calling 800/334-6961 (US); 800/248-0445 (NY).
Price Correction — The February 2 Letter misstated the price to members of the 
Accounting and Auditing Update Manual. It is $40, not $45, as reported.
In a letter to President Bush, the AICPA tax division urged that taxpayers not be 
charged a user fee when calling the IRS for tax information, as proposed in 
President Reagan’s budget.
The letter, signed by Arthur S. Hoffman, chairman of the division, said that 
“decreasing the information flow to taxpayers by interposing [this] disincentive, 
particularly given the extreme complexity of the tax system, will invariably reduce 
voluntary compliance and ultimately reduce government revenues.”
NOTICE OF AICPA PUBLIC MEETINGS
Professional Ethics — An open meeting of the professional ethics executive committee will be held on 
March 21 at the Stouffer Orlando Hotel in Orlando, Florida, starting at 9:30 a.m. The agenda follows:
□  Proposed Ethics Ruling Under Rule 101, Member on Advisory Board of Client (consider exposure);
□  Ethics Ruling no. 147 and 148 Under Section 591, Firm Designation (consider deletion for exposure);
□  Revised Definitions Under Section 92 of the Code (consider draft for exposure);
□  Omnibus Exposure Draft (consider comments on exposure draft).
Accounting and Review Services — The accounting and review services committee will hold an open 
meeting on March 30 in Las Colinas, Texas, starting at 9:00 a.m. The following will be discussed:
□  A possible issues paper on a level of service below a compilation (“plain paper”);
□  AICPA Quality Review Program Update;
□  Proposed issues paper on illustrative engagement letter language disclaiming control structure 
responsibility;
□  Comparison of new audit report to SSARS reports.
Changes from these notices will be reported by the meetings telephone information service.
The number is 212/575-5694
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Recent AICPA 
Publications
Don’t Charge Fee 
for Tax Information, 
Says Tax Division
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Washington Briefs Leveraged Buyout Booklet Issued by JCT — Federal Income Tax Aspects o f
Corporate Financial Structures is the title of a new publication prepared by the 
staff of the Joint Committee on Taxation. It discusses leveraged buyouts, mergers 
and acquisitions and the federal income tax aspects of corporate financial 
structures (debt and equity financing). Copies of the booklet (JCS-1-89) are available 
for $3.50 from the Superintendent of Documents, U.S. Printing Office, Washington, 
D.C. 20402.
SBA Issues Guide on Computer Security — The Small Business Administration 
has published A Small Business Guide to Computer Security which is designed to 
help small business owners understand the nature of computer security risks and 
the controls that help reduce those risks. Written in nontechnical language, the 
guide focuses on the small business which uses small to medium-size general 
purpose computer systems (micros and minis). It includes a self-audit checklist and 
sources for additional information. Copies are available at $1 each by writing to the 
SBA, P.O. Box 15434, Fort Worth, Texas 76119.
IRS Delegates Certain Functions — The IRS commissioner has delegated authority 
for substantiating credits, approving replacement checks and abating penalties in 
certain situations to the TAX Ombudsman and Problem Resolution Officers (see the 
January 23 issue of the Federal Register).
Also, in IR-89-11, the IRS announced that taxpayers who face significant 
hardship because of the manner in which the IRS is administering the tax laws may 
apply for relief by completing Form 911, Application for Taxpayer Assistance Order 
to Relieve Hardship. Further information and copies of the form may be obtained 
from the local IRS Problem Resolution Office. For copies of the announcement, call 
the IRS at 202/566-4054.
Notification Letters on Pension Plans — New procedures for issuing notification 
letters regarding regional prototype defined contribution and defined benefit plans 
are contained in Revenue Procedure 89-13, which appeared in IRB 1989-7, February 
13. The Rev. Proc. also contains guidance on the issuance of determination letters to 
employers adopting such plans as to whether they qualify under sections 401 and 
403(a) of the Internal Revenue Code and as to whether any related trusts or 
custodial accounts are exempt under section 501(a).
IRS Commissioner Resigns — Lawrence B. Gibbs, the IRS commissioner, is 
resigning effective March 4, “for a number of personal reasons,” and will return to 
law practice. Senior Deputy Commissioner Michael J. Murphy will be acting 
commissioner.
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In testimony before the House Banking Committee on February 21, AICPA President 
Philip B. Chenok said that “the accounting profession has been one of the few 
consistent voices urging caution (and even outright objection) to the sometimes 
desperate attempts by regulators, and even Congress, to mask the true dimensions 
of the S&L crisis.” In fact, he noted, “the alarm bells sounded by the accounting 
profession and others during the 1980s have gone largely unattended.”
He went on to list examples of the profession’s efforts over the years to warn of 
activities which weakened accounting disciplines applicable to S&Ls (see March 
Journal o f  Accountancy). Mr. Chenok pointed out that the recently issued GAO 
report on audit quality “is not asserting that the standards themselves are deficient 
or that the system itself is flawed.” The AICPA is responding promptly and affirma­
tively to the GAO’s recommendations, he said.
Also testifying was AICPA Board Chairman Robert L. May, who announced that 
he has just appointed a special committee “whose singular mission is to develop 
and issue improved guidance for CPAs on the subjects identified by the GAO as 
requiring attention.. . .  I want to assure the committee that the AICPA will act with 
the greatest dispatch, consistent with our due process obligations.” Thomas P.
Kelley, AICPA group vice president -  technical, assisted in answering questions.
Legislation has been introduced in the House and Senate to amend the civil 
provisions of the Racketeer Influenced and Corrupt Organizations (RICO) title 
of the Organized Crime Control Act of 1970. H.R. 1046 was introduced by Rick 
Boucher (D-VA), with 40 cosponsors, and S. 438 by Senator Dennis DeConcini 
(D-AZ), with four cosponsors. The proposals are similar to legislation approved by 
the Senate Judiciary Committee last year and supported by the AICPA.
The current proposals would limit the RICO remedy, in the majority of cases, 
to single damages and attorneys’ fees. Automatic treble damages would be provided 
to governmental plaintiffs and to plaintiffs who proceed against a defendant 
previously convicted of a RICO predicate offense.
The Governmental Accounting Standards Board has issued a discussion 
memorandum, Capital Reporting, with comments sought by May 31.
The DM provides an analysis of how capital transactions of governmental 
funds and related capital debt are presently accounted for and displayed in general 
purpose financial statements. It discusses whether there is a more appropriate way 
to report those transactions and how capital debt principal and interest expendi­
tures are recognized in the period when payment is due.
The board seeks opinions on these capital reporting issues:
□  Desirability of reporting general capital assets and related debt in either a capital 
account group or a capital fund;
□  Most preferable alternative model if fund and account group reporting is 
changed;
□  Most appropriate operating statement measurement focus for either a capital 
account group or a capital fund.
Copies of the discussion memorandum may be obtained from: GASB, 401 
Merritt 7, P.O. Box 5116, Norwalk, Connecticut 06856-5116. Call 203/847-0700.
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At a meeting of a hearing panel of the Joint Trial Board in College Park, Georgia, 
on December 13 , 1988, Charles R. James of Dalton, Georgia, was found guilty of 
violating the Institute’s rules of conduct by failing to comply with generally 
accepted auditing standards and failing to follow standards and procedures 
required in governmental audits in connection with the 1984 audits of a 
Community Development Block Grant Program.
He was admonished by the hearing panel, was directed to complete 80 hours of 
specified CPE courses and to submit his practice to a peer review satisfactory to the 
professional ethics executive committee within two years of the hearing panel’s 
decision. Failure to satisfy any of the panel’s requirements will result in the matter 
being referred to the trial board division for further proceedings.
Mr. James, who was not present at the hearing, was advised in writing of the 
hearing panel’s decision and was provided with a copy of the transcript of the 
proceedings. He did not request a review of the decision which, therefore, became 
effective January 1 2 , 1989.
At a meeting of a hearing panel of the Joint Trial Board in Dallas, Texas, on October
27, 1988, George Petrie of Edinburg, Texas, was found guilty of violating the 
AICPA’s Code of Conduct Rules 202 and 501 in connection with a governmental 
audit dated December 5 ,  1984.
The panel voted that Mr. Petrie should be admonished and should complete 80 
hours of continuing professional education courses within a two-year period from 
the effective date of the decision.
Mr. Petrie, who was present at the hearing, did not request a review of the 
decision which, therefore, became effective on November 2 7 , 1988.
At a meeting of a hearing panel of the Joint Trial Board in Dallas, Texas, on October
27, 1988, Lee Chesier of Dallas, Texas, was found guilty of violating the Code of 
Professional Ethics of the Texas Society of CPAs and the AICPA’s Rules of Conduct 
201A, 202 and 501 in connection with a governmental audit which he performed 
for the year ending December 31, 1988.
The panel voted that Mr. Chesier should be admonished, that he should submit 
a report on the same entity (which was the subject of the hearing) to the AICPA for 
review and that he should take 24 hours of continuing professional education.
Mr. Chesier, who was present at the hearing, did not request a review of the 
decision. It, therefore, became effective on November 2 7 , 1988.
At a meeting of a hearing panel of the Joint Trial Board on October 2 8 , 1988,
Michael Moore of Vernon, Texas was found guilty of violating Rules of Conduct 
201B, 202 and 501 of the AICPA and Texas Society of CPAs in that he failed to 
follow professional standards in the performance of a 1983 audit engagement.
Mr. Moore was required to submit for review by the professional ethics division 
an audit report of the same entity for fiscal year 1988.
Mr. Moore, who was present at the hearing with counsel, did not request a 
review of the decision, which, therefore, became effective on November 2 8 , 1988.
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Special Supplement, the CPA Letter, March 10, 1989
REPORT OF THE NOMINATIONS COMMITTEE
To: Members of the American Institute of Certified Public Accountants
Pursuant to Article VI, Section 6.1.6 and 3.3 of the bylaws, the following report of the Nominations Committee is submitted.
Donald J. Schneeman, Secretary 
March 3 ,  1989
The Nominations Committee hereby nominates the following Officers, Members of the Board of Directors, Members of Council-at- 
Large, and elected Members of Council.
Chairman and Vice Chairman of the Board: The Committee affirmed the nomination of Charles Kaiser, Jr., California, as Chairman 
of the Board of the Institute for 1989-90 and nominated Thomas W. Rimerman, California, as Vice Chairman of the Board.
Vice Presidents: The Committee nominated the following Vice Presidents:
Brenda T. Acken, West Virginia Herbert J. Lerner, District of Columbia
Bruce J. Harper, Texas
Treasurer: The Committee nominated Richard E. Piluso, New York, as Treasurer.
Upon election, the candidates will serve in the positions indicated from the Annual Meeting in 1989 until the Annual Meeting in 
1990 or until their successors shall be elected.
Board of Directors: The Committee nominated the following for election as members of the Board of Directors for three-year terms: 
Larry D. Horner, New York Kathryn D. Wriston, New York
Sandra A. Suran, Oregon (Public Member)
Dominic Tarantino, New York
Council Members-at-Large: The Committee nominated the following for Council Members-at-Large for three-year terms:
W. Thomas Cooper, Kentucky Clarence A. Davis, New York Edward A. Kangas, New York
Quister Craig, North Carolina Burt K. Fisher, Illinois Shaun F. O’Malley, New York
Gary John Previts, Ohio
The Committee nominated Jerry D. Sullivan, New York, and James G. Castellano, Missouri, for two-year terms as Members-at- 
Large to fill vacancies created by Herbert J. Lerner, District of Columbia being nominated for Vice President and Larry D. Horner, 
New York being nominated for a three-year term on the Board of Directors.
Elected Members of Council: After consideration of the recommendations submitted by the State Societies of CPAs, in accordance 
with the provisions of Article VI, Section 6.1.5 of the bylaws, the Committee nominated the following 39 members from 26 
jurisdictions as directly Elected Members of Council. Unless otherwise noted, upon election, nominees will serve a three-year 
term commencing in the fall of 1989.
California—Dennis R. Brach 
Kurt J. Fraenkel 
Charles H. Gielow 
Stuart L. Kart 
Colorado—William H. Weiskopf 
Connecticut—Michael Weinshel 
District of Columbia—Sharon A. Virga 
Florida—Robert R. Harris 
James M. Lane 
Georgia—William J. Bomar 
Idaho—Richard D. Maxey 
Illinois—Anthony M. Mandolini 
Louisiana—Harold Mollere
Maryland—Carl A. T. Wright 
Massachusetts—Edward I. Pettine 
Michigan—Charles E. Hoke 
Minnesota—Richard M. Broich 
Mississippi—Bill Rush Mosby 
New Jersey—William J. Owen, Jr.
Douglas P. Stives 
New York—Andrew J. Capelli 
Arthur F. Dignam 
Richard J. Guiltinan 
Anthony R. Pustorino 
North Carolina—J. Elwood Walker 
Ohio—Ralph D. Dickson 
Wayne C. Landes
Oklahoma—Walter H. Webb 
Oregon—John R. McClure 
Pennsylvania—William J. Maus, Jr.
James H. Weber 
Puerto Rico—Name to come 
Texas—Robert D. Clyde 
Robert C. Mann 
John A. Poteet, Jr.
Charles W. Shirley, Jr.
Utah—Roger B. Pinnock 
Virginia—Ellis M. Dunkum 
Wisconsin—Clarence “Bud” Holtze
Quality Review Executive Committee: The Committee proposed the following members for service on the Quality Review Executive 
Committee for election at the fall Council meeting:
Bruce N. Huff, Texas 
William G. Koch, Pennsylvania 
Duane W. Kuehl, Wisconsin 
Zeno H. Montgomery, South Carolina 
Scott R. Nelson, Iowa
Michael A. Walker, New York, Chairman 
Gerald H. Banwart, Illinois 
Bruce S. Botwin, New Jersey 
Paul R. Browner, Maryland 
Bernard W. Gratzer, Kentucky
Sabino Olivas III, New Mexico 
Michael J. Schwarz, California 
Joseph Sperstad, Wisconsin 
C. David Stauffer, Colorado
The Committee will nominate the Officers, Directors, Council Members-at-Large, and Quality Review Executive Committee at 
the Council Meeting, Saturday, September 2 3 ,  1989 in San Antonio, Texas. No nominations from the floor will be recognized. 
However, independent nominations may be made by any twenty members of Council if filed with the Secretary by May 2 3 , 1989, 
which is four months prior to the Annual Meeting of the Institute to be held in San Antonio, Texas, beginning September 24 , 1989.
Pursuant to the bylaws, balloting for directly elected Council members by members in any state where vacancies shall arise will 
occur only if a contest for one or more seats develops as a result of submission of independent nominations to the Secretary by any 
twenty Institute members in the state at least four months prior to September 2 3 , 1989. In the absence of any contest, all Council 
nominations will be declared elected by the Secretary and they will assume office at the Council Meeting on September 2 3 , 1989.
Respectfully submitted,
Nominations Committee
A. Marvin Strait, Colorado, Chairman Irvin F. Diamond, New Mexico
Stanley H. Breitbard, California Richard A. Eisner, New York
Perry A. Cherry Louisiana Arthur Greenspan, Texas
Paula H. J. Cholmondeley, Virginia Leroy C. Livermore, Oregon
William J. Murray, New Jersey 
John T. Schiffman, New Hampshire 
Joseph A. Silvoso, Missouri
— 4 —
IFAC Issues Six 
Audit Documents; 
Management 
Statement
Quality Review 
Meeting Highlights
Quality Review 
Standards Issued
The international auditing practices committee of the IFAC has approved the 
issuance of two statements, an auditing guideline and an exposure draft:
□  International Statement on Auditing, Supplement no. 2 , EDP Environments — 
On-Line Computer Systems describes the effects of an on-line computer system 
on the accounting system and related internal controls, and on audit procedures.
□  International Statement on Auditing, Supplement no. 3, EDP Environments — 
Database Systems describes their effects on accounting systems, related internal 
controls and audit procedures.
(These publications are supplements to, not part of, IAG 20, and therefore do 
not have the authority of the guideline.)
□  International Auditing Guideline (IAG) 27, The Examination o f Prospective 
Financial Information explains the auditor’s responsibility for examining the 
information, gives guidance on examination procedures and indicates the 
approved manner of reporting.
□  An exposure draft of a proposed guideline, The Assessment o f Inherent and 
Control Risks and Its Impact on Substantive Procedures (ED 31) provides 
guidance to the auditor in assessing these risks and relating the assessments to 
substantive procedures which the auditor intends to perform in order to restrict 
detection risk to an acceptable level. Comments are due by July 31.
Copies of the above will be available later this month from the AICPA order 
department. Prices for the final pronouncements have not yet been determined.
Copies of Internal Auditing Standard no. 27, Accounting for  Investments in 
Associates (product no. 036267) and IAS no. 28, Consolidated Financial 
Statements and Accounting for Investments in Subsidiaries (product no. 036271)— 
see December 1988 Letter—are now available from the order department. Price is 
$4.00 each; $3.20 to members.
Management Accounting Concepts is the first statement issued by the financial and 
management accounting committee of the International Federation of Accountants. 
It is intended to identify and emphasize a consensus view of the fundamental 
qualities and the motivation which must underlie management accounting and its 
product. Copies may be obtained from the AICPA order department. The product 
number is 019967 and the price is $4.00; $3.20 to members.
Telephone orders can be placed for IAS nos. 27 and 28, and the concepts statement 
by calling 800/334-6961 (US); 800/248-0445 (NY).
At its February meeting, the AICPA’s quality review executive committee took the 
following actions:
□  Approved distribution of the State CPA Society Quality Review Program 
Administrative Manual to state CPA societies and participating organizations;
□  Approved publication of the Quality Review Program Manual and agreed to 
distribute a free copy to each state CPA society and association of CPA firms;
□  Agreed to distribute to all associations of CPA firms the guidelines for their 
involvement in the program and the questionnaire that can serve as a plan of 
administration;
□  Agreed, after considering guidelines in assigning initial quality review dates for 
firms that have had association reviews, to assign such firms the latest possible 
date in the timetable for the category in which the firm falls. This was done to 
recognize the fact that the firm had been subject to a review.
Standards for Performing and Reporting on Quality Reviews (product number 
067015) has been issued by the AICPA quality review executive committee. It sets 
forth the standards for performing and reporting on all reviews conducted under 
the AICPA quality review program. Copies are available from the order department 
at $3.00; $2.40 to members. Call 800/334-6961 (US); 800/248-0445 (NY).
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November CPA 
Exam Sets Record
A record mumber of CPA candidates sat for the November 1988 Uniform CPA 
Examination, which also yielded an all-time high of papers written for the four-part 
examination.
Some 74,109 candidates wrote a record number of 269,354 papers for the 
examination. Twelve states were declared to be honor roll states because the passing 
rate for candidates on all examination sections met or exceeded the national 
average. They are: Arizona, California, Colorado, Florida, Illinois, Minnesota, 
Missouri, Montana, New York, Oregon, Washington and Wisconsin.
Four Minority 
Doctoral Candidates 
Receive Awards
Four fellowships totaling $30,600 were awarded by the AICPA to minority faculty 
members for completion of their studies toward a doctoral degree. Since the 
program’s inception, 27 minority faculty members have received more than half a 
million dollars for this purpose.
Recipients for the 1988-1989 academic year are: Martin F. Akor of West Virginia 
State College; Sharon G. Finney of Clark College; Willie G. Webb of Prairie View 
A&M University; and Emmanuel O. Onifade of South Carolina State College.
NOTICE OF AICPA PUBLIC MEETINGS
Auditing Standards
The auditing standards board will hold an open meeting on April 3-5 in Williamsburg, Virginia, at the 
the Williamsburg Inn, starting at 9:00 a.m. The agenda follows:
April 3 A.M.
□  Control Risk Audit Guide (discuss draft of a proposed guide which will include implementation 
guidance for SAS no. 55, Consideration of the Control Structure in a Financial Statement Audit);
April 3 — P.M.
□  Service Center Produced Records (review draft issues paper which considers proposed revisions to 
SAS no. 44, Special-Purpose Reports on Internal Accounting Control at Service Organizations, in 
order to conform it to SAS no. 55);
April 4 — A.M.
□  Letters for Underwriters (review draft issues paper which considers proposed revisions to SAS no. 
49, Letters for  Underwriters);
□  Reporting on Internal Controls (review draft issues paper that considers alternative models for 
public reporting on internal control structures);
April 4 — P.M.
□  Use of Internal Audit (review draft of proposed SAS which revises SAS no. 9, The Effect of an 
Internal Audit Function on the Scope o f the Independent Auditor’s Examination);
April 5 — A.M.
□  Use of Confirmations (review draft issues paper which considers the need for guidance regarding 
the use of all confirmations).
The next scheduled meeting of the board is on May 18-19 in Phoenix, Arizona.
Quality Review
The quality review executive committee will hold an open meeting on March 20 at the AICPA’s New 
York office, starting at 8:00 a.m. The following topics will be discussed:
□  State Society Quality Review Program Administrative Manual (supplemental material);
□  Committee Size and Organization;
□  Oversight and Monitoring of State Society, Association and AICPA Reviews;
□  Sanctioning Procedures.
The next scheduled meeting of the committee is on April 24-25 in Ft. Lauderdale, Florida.
Changes from these notices will be reported by the meetings telephone information service.
The number is 212/575-5694.
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Washington Briefs Tax Simplification Ideas Sought — The recently formed tax simplification and 
efficiency subcommittee was created by the AICPA’s tax division to consider and 
recommend specific proposals to accomplish these goals. AICPA members are 
asked to record simplification ideas during the current filing season and to send 
them to: Tax Simplification Ideas, AICPA, 1455 Pennsylvania Avenue, N.W., 
Washington, D.C. 20004.
Additional Time Granted to Investment Companies for CPA Selection — The
SEC plans to propose a new rule (32a-3) that would grant directors of management 
investment companies, which are either open-end or closed-end mutual funds, a 
longer time period in which to select an independent accountant — 180 days or 120 
days — depending on the circumstances.
IRS Regs on Qualified Plans — The IRS has proposed regulations (EE-44-87) on 
minimum participation requirements in qualified pension, profit-sharing and stock 
bonus plans. They discuss current and prior benefit structures, testing methods and 
excludable employees and include both special and transitional rules. Comments 
are due by April 17. These proposals were published in the February 14 issue of the 
Federal Register.
Interest Rates on Under/Over Payments — In Revenue Ruling 89-36, the IRS has 
announced that interest rates for the quarter beginning April 1 will be increased to 
11 percent for tax overpayments and to 12 percent for tax underpayments, a one 
percent increase for each category from the previous quarter. The text appears in IR 
Bulletin 1989-11 dated March 13.
JCT Describes Tax Rules on Troubled S&Ls — The staff of the Joint Committee on 
Taxation has prepared a pamphlet (JCS-3-89) describing the current tax rules 
relating to financially troubled S&Ls. Prepared for hearings by the House Ways and 
Means Committee, copies are available for $1.50 from the Superintendent of 
Documents, U.S. Government Printing Office, Washington, D.C. 20402.
AICPA Civil Tax Penalty Testimony — In a hearing before the House Ways and 
Means Oversight Subcommittee, Arthur S. Hoffman, chairman of the AICPA tax 
division, said that it is time to “clean up and streamline IRS civil tax penalties, but 
it is the wrong time to create new penalties with new standards for taxpayers and 
tax practitioners.” Basically, he said “penalties should be applied only in 
circumstances of clearly noncompliant conduct. . . .  In the absence of reasonable 
care and good faith, the understatement of tax liability should be subject to 
penalty.”
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8-K Filings
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The AICPA has been advised that the Federal Trade Commission has scheduled to 
be published this week in the Federal Register, for public comment the proposed 
order settling the FTC investigations into AICPA ethics rules relating to 
commissions, contingent fees, referrals, and certain other matters.
The FTC has made several nonsubstantive editorial changes in the proposal 
previously published in the September 2 3 , 1988, issue of the CPA Letter. Upon 
publication in the Federal Register, a 60-day comment period will begin, at the 
conclusion of which the Commission is expected to issue its final order.
The SEC, in Release nos. 33-6822 and 34-26587, has amended its rules to accelerate 
the time for filing Forms 8-K relating to changes in independent certifying 
accountants. The text is in the March 8 issue of the Federal Register and the 
effective date is April 7. The principal provisions are:
□  The time period for filing a Form 8-K announcing a change in accountants has 
been reduced from 15 calendar days to 5 business days;
□  The company must provide a copy of the Form 8-K to the former accountants no 
later than the day it is filed with the SEC;
□  The time period for filing the former accountants’ letter, indicating agreement or 
specifying disagreements, as an exhibit to the Form 8-K report is reduced from 
30 calendar days to 10 business days;
□  The company is required to file the former accountants’ letter within 2 business 
days after it is received;
□  The former accountants may provide an interim letter to the company, 
highlighting areas of concern and indicating that a more detailed letter will 
follow. This must be filed by the company within 2 business days of receipt.
Immediately following the SEC rulings, the AICPA’s SEC Practice Section 
adopted a requirement that member firms directly notify the SEC within five 
business days by copy of a letter to the former SEC client, confirming the date that 
the auditor resigned, declined to stand for re-election or is dismissed.
At its March meeting, the accounting standards executive committee:
□  Approved final issuance of the audit and accounting guide, Audits o f Federal 
Government Contractors, pending clearance by the AcSEC chairman and review 
by the Financial Accounting Standards Board;
□  Approved issuance of the practice bulletin, Criteria fo r  Determining Whether 
Collateral Has Been In-substance Foreclosed, pending clearance by the AcSEC 
chairman and FASB review. AcSEC also will request the FASB to resolve 
diversity in industry practice on how to determine losses on loans collateralized 
by real estate on certain real estate owned. This obviates the need for AcSEC’s 
further consideration of a statement of position on this subject;
□  Approved issuance of letters of comment to the GASB on Measurement Focus of 
Government Business Type Activities of Entities (discussion memorandum), 
State and Local Government Employers’ Accounting fo r  Pensions (preliminary 
views) and Reporting Cash Flows o f Proprietary and N on-expendable Trust 
Funds and Governmental Entities that Use Proprietary Fund Accounting 
(exposure draft).
Two national MAS training programs will be held in June at Ohio State University 
in Columbus which is a cosponsor:
Development of MAS Skills (June 12-16) will enable accounting firm partners or 
professionals to begin or expand in MAS. (registration fee is $1,095);
Advanced MAS Skills (June 19-23) includes strategic business planning, business 
valuations, MAS practice development and marketing (registration fee is $1,295).
Recommended CPE credit for each conference is 40 hours. Write to Ohio State 
University, MAS Training Program, P.O. Box 21878, Columbus, Ohio 43221.
The AICPA National Marketing Conference will be held on June 14-16 at the Hilton 
at Walt Disney World Village, Orlando, Florida. Separate sessions are designed for 
specific needs of both firm marketing directors and partners in charge of practice 
development. Topics will include common problems in CPA firm marketing and 
how to get more business with less effort. Registration fee is $395 and 
recommended CPE credit is 16 hours. For information, contact the AICPA industry 
and practice management division at 212/575-3814.
Five programs are scheduled in the AICPA-CPE Conference Series:
Building and Managing a Successful Tax Practice Workshop will be held on April 
27-28 at the Westcourt in the Buttes, Tempe, Arizona. Cosponsored by the Arizona 
CPA Foundation, this workshop is designed for those in charge of a firm’s tax 
practice or those about to assume that responsibility. It includes sessions on goal 
setting, marketing, obtaining and training tax people, and risk management/client 
satisfaction. Registration fee is $795 and recommended CPE credit is 16 hours.
The CPA’s Role in Litigation Support Services. Two presentations of this two-day 
conference will be held: May 11-12 at the Hyatt Union Square in San Francisco and 
July 10-11 at the Westin Hotel in Boston. They are cosponsored by the California 
Society of CPAs and the Educational Foundation of the Massachusetts Society of 
CPAs. The conferences will deal with such topics as the litigation process, scope of 
services in litigation support, and the CPA’s professional liability. Registration fee is 
$495 and recommended CPE credit is 16 hours.
Tax Strategies for the High Income Individual. This conference will be held on May 
11-12 in Chicago at the Hyatt Regency O’Hare, and on June 1-2 at the Hilton at Walt 
Disney World Village, Orlando. Each presentation provides an in-depth analysis of 
tax-advantaged investments and tax planning technique for the highly compensated 
individual. Registration fee is $495 and recommended CPE credit is 16 hours.
The National Banking School, consisting of two units, will be held at the McIntire 
School of Commerce, University of Virginia, Charlottesville. Unit 1 (May 14-18) — 
Intermediate, deals with performance measurement and decision making in the 
financial services industry. Unit II (June 11-15) — Advanced, is concerned with 
strategic planning and advanced performance measurement. Registration fee for 
each unit is $985 and recommended CPE credit is 32 hours.
Divorce and Related Tax Planning is cosponsored by the Nevada CPA Foundation 
in conjunction with the American Academy of Matrimonial Lawyers and will be 
held on June 1-2 at the Riviera Hotel & Casino in Las Vegas, Nevada. The sessions 
include reports on current developments, how to be a credible expert witness, and 
taxation of property transfers, among others. Registration fee is $495 and 
recommended CPE credit is 16 hours.
For CPE conference information, call 800/242-7269 (US) or 212/575-5696 (NY).
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AICPA Continues to 
Seek Relief from 
Section 89
House Ways and Means Committee members have stressed in conversations with
the AICPA that repeal or delay of Section 89 (see February 20 Letter) is not feasible.
However, the call for repeal appears to be gaining ground, as there are now over 250
cosponsors of the repeal legislation (HR 634) previously introduced in the House.
The AICPA federal taxation executive committee has taken the following actions:
□  Endorsed, in concept, the bill introduced on March 17 by Senator David Pryor to 
simplify Section 89 (S 654);
□  Endorsed, in concept, the simplification proposals from the Section 89 
Coalition;
□  Proposed additional simplification measures;
□  Proposed an alternative approach which would enable employers to avoid 
Section 89 entirely if their higher paid employees report some or all of the 
health-care premium as income.
Life Insurance 
Refund Distributed
Over $30 million dollars was paid this month to the more than 200,000 subscribers 
to the life insurance program of the AICPA Insurance Trust. For the first time, 
spouse coverage, instituted in 1987, has been included in the distribution.
Subscribers to the insurance trust are reminded that the distribution is 
expected to include taxable income for the 1988 calendar year.
The next entrance date for beginning or increasing spouse life insurance by eligible 
CPAs is June 1. Up to $500,000 of term life insurance is available. Actual amounts 
depend on the spouse’s age and CPA Plan participant’s memberships. Literature 
will be mailed in April. For information write or call the Plan Agent: Rollins 
Burdick Hunter Co., 605 Third Avenue, New York, New York 10158. Telephone 
800/223-7473 (US); in New York call collect 212/973-6200.
Do You Know 
About MIS?
The Institute’s management information services division assists members in 
locating sources of software packages for particular applications, or different 
hardware configurations. Members interested in using data processing within their 
practices can receive the names of other practitioners in their geographical area 
who are willing to share their experiences. For additional information write to 
Management Information Services at the AICPA.
New Personal 
Financial Specialists 
Accredited
The AICPA recently granted 147 members the Accredited Personal Financial 
Specialist (APFS) designation bringing the total close to 300.
Currently, the APFS is the only formally recognized specialty designation 
granted by the Institute. To qualify, a member needs to meet six basic requirements 
including 250 hours of personal financial planning experience in each of the 
preceding three years, passing a full-day examination and supplying references 
from clients and other professionals.
The next examination will be held on September 22 at various locations. For 
further information, write to the AICPA Accredited Specialist Designation Program 
P.O. Box 1017, New York, New York 10108-1017.
NOTICE OF AICPA PUBLIC MEETING
Quality Review
An open meeting of the quality review executive committee will be held on April 24-25 at the Pier 66 
Hotel and Marina in Fort Lauderdale, starting at 8:00 a.m.
The agenda has not yet been determined.
Changes from this notice will be reported by the meetings telephone information service.
The number is 212/575-5694.
—  3 —
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Washington Briefs IRS Announces Form Changes for Tax Return Extensions — The IRS has
announced two changes in forms used by individuals for a time extension for filing 
their tax returns — Forms 4868 and 2688.
Contrary to its previous announcement that, beginning with the 1989 filing 
season, taxpayers filing Form 4868 would receive approval notifications, only 
denial notifications will be sent. Also, since it is too late to revise Form 2688, 
clients who want notification to go to their CPA, should use the lower portion of 
line 3 to enter the name and address.
Proposed Regulations on Section 89 Regulations Issued — IRS proposed 
regulations affecting accident and health plans, group-term life insurance, and 
other benefit plans were published in the March 7 issue of the Federal Register. 
These proposals provide nondiscrimination rules and qualification requirements 
for these plans and affect most employers with benefit plans.
Tuition Aid Rules Issued — In Notice 89-33, published in the Internal Revenue 
Bulletin 1989-12, March 20, the IRS has set special rules for the tax treatment of 
employer-provided tuition aid received by employees during 1988. They reflect 
changes made by the 1988 technical corrections legislation.
Consent Dividends Rules — The IRS has issued final regulations (TD 8244) 
clarifying that a corporation that derives at least half of its adjusted ordinary gross 
income from rents is able to utilize the consent dividend under Section 565 of the 
IRC for purposes of avoiding personal holding company status.
New JCT Pamphlets — The Joint Committee on Taxation staff has two new 
Pamphlets: Tax Treatment o f Capital Gains and Losses (JCS-7-89) describes the 
present treatment and briefly analyzes the issues related to the President’s budget 
proposal. The price is $1.00. Pamphlet JCS 8-89 describes the expiring tax 
provisions. It includes a listing of expiring provisions, a brief description and 
references to recent legislation. Limited copies are available at $1.25.
Both publications are available from the Superintendent of Documents, U.S. 
Printing Office, Washington, D.C. 20402.
Sorry About That Due to typographical errors, the names of four members were misspelled in the 
March 10 Letter. They are Council Member-at-large nominee Burt K. Fischer, 
Maryland Council nominee A. J. Wright, Nominations Committee Member Perren 
A. Cherry, and Lee Cheshier in the Trial Board article. Our apologies!
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At its meeting on April 6-7, the AICPA board of directors:
□  Received a report that the FTC had placed on its agenda the proposed order 
settling its investigation of the commissions and contingent fee rules, and 
certain interpretations of the advertising and solicitation rules. The Commission 
will receive comments on the proposal through June 4;
□  Received a report from Charles Bowsher, controller general of the U.S., about 
matters of interest to the profession, including implementation of the Treadway 
recommendations, self-regulation, private sector accounting standards setting, 
and problems in the savings and loan industry;
□  Agreed to recommend that Council authorize a mail ballot on the one major 
recommendation of the Plan to Restructure not yet implemented. The ballot 
would be on a bylaw change to require that members with firms having public 
company clients could continue as AICPA members only if those firms belong to 
the SEC Practice Section;
□  Received a report from the federal taxation executive committee regarding its 
efforts on reformation of tax penalties, leveraged buyouts, the taxpayer bill of 
rights, Section 89 reformation, oppressive estate and gift tax structure, and the 
ongoing efforts to achieve tax simplification;
□  Reviewed activities in Washington, including the potential impact on 
accountants of proposed legislation to deal with the savings and loan crisis, 
achieving improvements in federal financial management and reporting, civil 
RICO reform, and proposals to require registration and disclosures of consultants 
submitting proposals to the Federal Government;
□  Discussed matters currently pending with individual state accountancy boards 
and their national association (NASBA) including proposed changes in the 
Uniform CPA Examination, the proposed NASBA Registry of CPE Sponsors, and 
the interplay between the AICPA Quality Review Program and state board 
positive enforcement programs;
□  Authorized the AICPA professional ethics division to release to state 
accountancy boards the results of the investigation of Federal Government 
complaints when the member concerned requests such release;
□  Received an update on AICPA coordination efforts to achieve tort reform on the 
state level with respect to privity and joint and several liability;
□  Authorized participation, with other sponsors of the Treadway report, in a study 
to develop criteria by which management can evaluate and report on internal 
control.
At its April meeting, the auditing standards board took the following actions:
□  Approved a revised standard bank confirmation form and other illustrative 
confirmation letters for transactions and accounts with financial institutions;
□  Reviewed an issues paper on a proposed revision to SAS no. 9, The Effect o f an 
Internal Audit Function on the Scope o f the Independent Auditor's Examination, 
and directed the task force to reflect in a revision that (1) the work of the internal 
auditor affects the external auditor’s assessment of control risk, and (2) the work 
of the internal auditor cannot be substituted on a “one-for-one” basis for the 
work to be performed by the external auditor.
Two Members 
Admonished
At a hearing panel of the Joint Trial Board in Cincinnati, Ohio, on November 30,
1988, Gary Verleye of Cincinnati was found guilty of violating Rules 201B, 202, 203 
and 501 of the pre-January 1988 Code of Professional Conduct of the AICPA and the 
Code of Professional Ethics of the Ohio State Society of CPAs because he:
□  Failed to exercise due professional care in the performance of a 1982 audit 
engagement;
□  Failed to comply with generally accepted auditing standards in the performance 
of that engagement; and
□  Failed to follow standards and procedures required in governmental audits.
The panel voted that Mr. Verleye should be admonished and should complete 
40 hours of continuing professional education in each of the next two years. A 
minimum of 24 hours each year should be in the area of auditing and accounting. 
The panel also directed that he submit his practice to a peer review within 18 
months of the effective date of the decision.
Mr. Verleye, who was present at the hearing, did not request a review of the 
decision which, therefore, became effective on December 30 , 1988.
At a hearing panel of the Joint Trial Board in Philadelphia, Pennsylvania, on 
January 20 , 1989, Kenneth A. Jowaiszas of Bayonne, New Jersey, was admonished 
for violating the Institute’s rules of conduct pertaining to compliance with 
standards and acts discreditable to the profession. The panel found that he was 
guilty of permitting his name to be associated with financial statements so as to 
imply that he was acting as an independent public accountant while not complying 
with generally accepted auditing standards or statements on auditing standards, 
and by failing to follow standards, procedures or other requirements in connection 
with a governmental audit.
In addition to the admonishment, the panel required Mr. Jowaiszas to complete 
40 hours of specified CPE courses in each of the 12-month periods following the 
effective date of the decision. Also, he is to provide to the Institute’s government 
technical standards subcommittee, in each of the two 12-month periods, a list of 
audit engagements similar to the governmental audit which was the subject of the 
hearing. From these the subcommittee is to select one engagement each year for 
review. Failure to comply with the hearing panel’s requirements will result in 
automatic expulsion from membership in the AICPA without further proceedings.
Mr. Jowaiszas, who was not present at the hearing, but who submitted a written 
reply to the charges, did not request a review of the decision which, therefore, 
became effective on February 20 , 1989.
Survey Released 
on GASB
In an opinion survey of 500 governmental officials, executives and academics 
commissioned by the Financial Accounting Foundation, about 74 percent of the 
respondents believed that the GASB is successfully dealing with the real issues in 
governmental accounting. About 70 percent approve of the job the board is doing as 
the standard setter for state and local governmental entities.
Opinion was evenly divided over whether the GASB should have jurisdiction 
over those private sector institutions that rely heavily on government funding. Also, 
about two-thirds of the respondents believe the problem of determining whether an 
entity is governmental or nongovernmental is causing difficulty and uncertainty.
Copies of the survey results and pricing information are available from the 
GASB Order Department, 401 Merritt 7, P.O. Box 5116, Norwalk, Connecticut 
06856-5116.
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Savings and Loan Proposed legislation, the Financial Institutions Reform, Recovery and Enforcement 
Bill Affects CPAs Act of 1989 (H.R. 1278 and S. 413) is currently under consideration by Congress in 
connection with the bailout of the S&L industry. These bills would have a major 
impact on the accounting profession by significantly expanding auditor 
responsibility as well as liability, and subjecting auditing firms to potentially 
drastic enforcement provisions.
As part of its overall legislative solution to the savings and loan “crisis,” 
Congress plans to expand the enforcement powers of federal regulators and 
increase the associated penalties for individuals subject to the act. The applicable 
sections of the proposed legislation containing these new enforcement provisions 
are known as Title IX.
According to B.Z. Lee, AICPA deputy chairman-federal affairs, the scope of 
the Title IX enforcement provisions, as drafted, is overly broad, too severe, and 
inappropriately applies to indirect parties. Under Title IX, the banking regulatory 
agencies would be given broad discretion to impose the following penalties:
□  Civil fines of $25,000 to $1 million a day for reckless disregard for the safety of 
the institution, and for failure to make complete and timely reports to regulators;
□  Cease and desist orders; and
□  Suspension or barring firms from doing business with any insured federal 
financial institution.
CPA firms that provide independent audit services for financial institutions 
could be subject to lawsuits, penalties and enforcement orders that appropriately 
should apply only to parties with direct management responsibility for the 
institutions. The AICPA is seeking modification of Title IX to limit the 
applicability of the proposed regulations to parties with a direct management 
responsibility or indirect parties who knowingly or recklessly participated in a 
wrongful act that resulted in a significant loss.
CPAs are strongly encouraged to contact their members of Congress and urge 
them to modify, as recommended by the AICPA, the provisions of the Title IX 
sections of H.R. 1278 and S. 413.
For further information, contact Joe Moraglio at the AICPA’s Washington office; 
202/737-6600.
Financial Reporting The Eighth Annual University of Southern California SEC and Financial Reporting 
Conference Set Institute Conference will be held on May 4 at the Bonaventure Hotel, Los Angeles.
The program will address current developments at the SEC and the FASB. Key 
speakers will include John Ruffle, president of the Financial Accounting 
Foundation, Dennis Beresford, chairman of the FASB and Edmund Coulson, chief 
accountant of the SEC. The registration fee is $285. For further information, contact 
Michael A. Diamond, SEC and Financial Reporting Institute, University of 
Southern California, Los Angeles, California 90089-1421.
FASB Offers Aids 
on Postretirement 
Benefits and Income 
Tax Accounting
The Financial Accounting Standards Board has prepared a videotape to enhance 
public understanding of the exposure draft, Employers’ Accounting for Post- 
retirement Benefits Other than Pensions, and a special report on Statement no. 96.
Postretirement Benefits—This 55-minute tape package, including a discussion 
leader’s guide, discusses the contents and implications of the FASB proposal in 
layman’s language. It is available for $30; $24 to associate members of the FAF, 
members of the ARA of the AICPA and academics. Write to the FASB Order 
Department, 401 Merritt 7, P.O. Box 5116, Norwalk, Connecticut 06856-5116. 
Special Report on Income Tax Accounting—This report answers implementation 
questions on the board’s Statement no. 96, Accounting for Income Taxes.
Copies may be obtained through the FASB Order Department, P.O. Box 30816, 
Hartford, Connecticut 06150. The price is $20; $16 to the groups listed above.
—  3 —
Management and 
Small Firm 
Conferences Set
Recent AICPA 
Publications
CPA Exam 
Graders Wanted
Personal Financial 
Planning Seminar 
Materials Ready
The 16th annual Practice Management Conferences are slated for July and October.
Practice Management—West will be held on July 24-26 at the Sheraton Hotel and 
Towers, Seattle. Topics to be discussed include leadership for the 1990’s, partner 
separation, high performance management, effective time management and 
organizing the firm for marketing.
Practice Management—East, October 23-25, Waverly Hotel, Atlanta. Subjects 
included are legal issues in managing a firm’s employees, partner compensation, 
economics of practice, and the changing structure of firm management.
Cost for each conference is $395 and 23 hours of CPE credit are recommended.
August 24-25 and November 9-10 are the dates for the 1989 Small Firm Conference. 
The conference will be presented at the Westin Hotel, Chicago, in August and at the 
Pointe at Tapatio Cliffs, Phoenix, in November.
Participants will be able to attend two general sessions and to select from a 
variety of workshops. Designed primarily for sole practitioners and 2-4 partner 
firms, others are invited. The registration fee is $350, with up to 18 hours of CPE 
credit recommended.
For information on these conferences, contact the AICPA industry and practice 
management division at 212/575-3814.
Accounting Education: A Statistical Survey 1987-88 (product number G00021) — 
Based on a national survey of higher education institutions, this study includes 
descriptions of types of institutions with accounting programs, profiles of faculty 
members including salaries and teaching loads, and quantitative data on 
accounting students and curricula. For copies, write to AICPA Order Department, 
P.O. Box 1003, New York, New York 10108-1003.
Report of the Minority Recruitment and Equal Opportunity Committee: 1988—This 
report provides information on minority employment in accounting firms, 
placement of minority accounting graduates and the AICPA scholarship awards 
program. Write to Sharon Donahue at the AICPA for copies.
The Accounting Profession in the Philippines (product number 010110) — The 
latest in the series on professional accounting in foreign countries, this booklet 
describes the accounting profession, auditing standards and accounting principles 
in the Philippines as of August 31, 1988. Appendices include checklists on auditing 
standards and accounting principles, comparing them with those in the United 
States. Copies are available by writing to the AICPA order department. The price is 
$22.50; $18 to members. (Add $3.95 for shipping and handling.)
The AICPA’s examination division is seeking CPAs to assist in the grading of the 
May 1989 Uniform CPA Examination. The grading period begins about three weeks 
after the exam is given (May 3-5) and continues for six to eight weeks. Graders must 
provide a minimum of three seven-hour days each week, one of which may be a 
Saturday. For further information, write to the Examinations Division at the AICPA.
A script and a slide presentation on personal financial planning is available to 
members for use in seminars for clients and others. Prepared by the personal 
financial planning division, it provides an overview of the PFP process and 
explains why financial planning is necessary in today’s environment.
The presentation is directed toward general audiences, and users can tailor the 
script to meet individual needs. Financial Planning in a Complex World (product 
number 015203) is available by writing to the AICPA order department. The price is 
$125; $100 to members, plus $5.95 for shipping and handling.
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Volunteer Accounting Accountants for the Public Interest (API) has prepared a National Directory of 
Program Directory Volunteer Accounting Programs. Funded by the AICPA’s public service committee, 
the directory lists volunteer programs in 41 states and the District of Columbia, IRS 
programs and Small Business Development Centers in all 50 states, and several 
national volunteer accounting programs. It includes a wide range of basic 
accounting and financial management services available to nonprofits, small 
businesses and individuals, who are unable to afford accounting services, at no 
charge or for a nominal administrative fee.
The purpose of the directory is twofold: to help qualifying organizations or 
individuals find appropriate organizations, and to enable accountants interested in 
volunteering their time and talents to identify organizations with which they may 
wish to affiliate. For further information, write to the AICPA public service 
committee, or call Teresa Zimmerer at 212/575-5573.
NOTICE OF AICPA PUBLIC MEETINGS
Accounting Standards
An open meeting of the accounting standards executive committee will be held on May 2-3 in the AICPA 
boardroom in New York, starting at 8:30 a.m. The agenda follows:
May 2 — A.M.
□  SOP on Financial Reporting by Entities in Reorganization (consider draft for exposure);
May 2 — P.M.
□  GASB Exposure Draft, Accounting and Financial Reporting for Risk Financing and Related Insurance 
Issues (consider comment letter);
□  SOP on Syndicators’ Fee Income Recognition (consider draft for exposure);
May 3 — A.M.
□  FASB Exposure Draft, “Employers’ Accounting for Postretirement Benefits Other than Pensions” 
(preliminary discussion of subject);
May 3 — P.M.
□  Property and Liability Insurance Guide (consider draft for publication).
The next meeting of the committee is scheduled for June 13-15 in San Francisco.
Quality Review
The quality review executive committee will hold an open meeting in Ft. Lauderdale on April 24-25 at the 
Pier 66 Hotel and Marina, starting at 8:00 a.m. The following will be discussed:
April 24 — A.M.
□  May 24-25 State CPA Society Training Course;
□  Due Process Disagreements and Procedures Leading to Termination;
April 24 — P.M.
□  Subcommittee Functions and Responsibilities;
April 25 — A.M.
□  Oversight of State CPA Societies;
April 25 — P.M.
□  Special Report Engagements.
The next meeting of the committee is scheduled for June 1-2 in Louisville.
Auditing Standards Board
The auditing standards board will hold an open meeting on May 18-19 at the Westcourt In The Buttes in 
Tempe, Arizona, starting at 9:00 a.m.
Both days will be devoted exclusively to discussion of the proposed audit guide and related issues 
papers on implementation guidance for SAS no. 55, Consideration of the Internal Control Structure in a 
Financial Statement Audit
The next meeting will be held on June 20-22 in the AICPA New York office.
Changes from these notices will be reported by the meetings telephone information service.
The number is 212/575-5694.
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Washington Briefs Taxpayer Assistance Orders—The IRS has issued temporary and proposed 
regulations, see the March 22 Federal Register, that provide the public with 
guidance concerning the procedures for filing a taxpayer assistance order, the terms 
of such order and the effect of such an order on applicable statutes of limitations. 
The effective date for the temporary regulations is February 8 ,  1989. Written 
comments are due by May 22.
Extension of Comments on Partnership Liability—The IRS has extended the 
comment period on regulations related to the treatment of partnership liabilities 
and the allocation of deductions attributable to non-recourse debt from March 30 to 
June 28. The final and temporary regulations (TD 8237) were issued by the IRS on 
December 2 8 , 1988.
Retirement Benefit Limits—In Notice 89-45, the IRS explains the limits on 
retirement benefits for qualified defined benefit plans under Section 415(b) of the 
Internal Revenue Code. Certain changes to the benefit structure of a qualified plan 
will be subject to Section 415(b) (5) (D), the IRS said. This notice, which modifies 
Notice 87-21, appears in the Internal Revenue Bulletin 1989-16, which is dated 
April 17 , 1989.
Labor Department Okays SAS 58 for ERISA—In ERISA Technical Release no. 89-1, 
the Department of Labor has announced that an accountant’s report prepared in 
accordance with SAS no. 58, Reports on Audited Financial Statements, will be 
viewed as consistent with the requirements of ERISA and its regulations with 
regard to the required submission of an accountant’s report. For additional 
information, contact Michael Auerbach at 202/523-8794.
Procedures for Partnership Refunds—In Notice 89-41, published in the April 10 
issue of the Federal Register, the IRS outlined the procedures to be followed by 
certain partnerships, S corporations and personal service corporations in claiming 
a refund of required payments under section 7519 of the Internal Revenue Code for 
taxable years beginning in 1988. This section and section 444, which permits these 
entities to elect a taxable year different from that otherwise required were added to 
the Code by the Revenue Act of 1987. For further information after reading the 
notice, contact Arthur E. Davis at the IRS, 202/377-9581.
Disparities in Qualified Pension Plans—The IRS has announced a public hearing 
on proposed regulations regarding the permitted disparity in the employee 
contribution to, and employee-derived beneftis under qualified pension plans. (See 
the Federal Register, March 29.) The hearing has been set for June 29 in the IRS 
Auditorium, 7th Floor, Internal Revenue Building, 1111 Constitution Avenue, N.W.
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IFAC Issues Auditing 
Guideline and 
Proposed Statement
FAF Advisory Group 
Issues Report on 
FASB Relations
The CPA Letter
A Membership News Report Published by the AICPA
International Auditing Guideline (IAG) 27, The Examination of Prospective 
Financial Information (product number 019276), has been issued by the 
International Auditing Practices Committee of the International Federation of 
Accountants. It discusses the factors applicable to engagements to examine 
prospective financial information and the resultant report. The price is $4.00;
$3.20 to members.
The committee has also released an exposure draft of a proposed statement, The 
Audit o f International Commercial Banks (product number G00357). Comments are 
due by August 18.
The proposed statement has been issued to provide practical assistance to 
auditors in the audits of international commercial banks and is not intended to 
have the authority of an international auditing guideline. It sets forth procedures for 
auditors to follow in planning the audit, establishing the degree of reliance to be 
placed on the systems of internal control and in performing substantive procedures.
Copies are now available of the following publications reported as forthcoming in 
the March 10 issue of the Letter: Supplement no. 2 to IAG 20, EDP Environments —  
On-line Computer Systems (product number 019416), priced at $2.50 ($2.00 to 
members); Supplement no. 3, EDP Environments — Database Systems (product 
number 019420), priced at $2.50 ($2.00 to members); and a guideline exposure 
draft, The Assessment of Inherent and Control Risks and Its Impact on Substantive 
Procedures (product number G00356).
Copies may be obtained by writing to the AICPA order department. Please add 
shipping and handling charges of $2.50 for paid orders of $10 or less; $3.95 from 
$10.01 to $25.
A report by a special advisory group of the Financial Accounting Foundation (FAF) 
has concluded that the structure for setting accounting standards in the private 
sector is sound, but recommends that certain refinements may further strengthen 
the process. The group was headed by former AICPA Board Chairman Ray Groves 
and included AICPA President Philip B. Chenok.
The advisory group was formed to assess the need for change in the oversight 
role of the FAF and in the standard-setting process of the FASB.
The report recommends a closer working relationship between the FAF and the 
FASB and concludes that the FAF can and should do more to support the FASB and 
its mission by performing a more active and advisory role. It also recommends that 
the FAF establish an oversight committee for the FASB, headed by a part-time paid 
chairman, which would evaluate the board’s performance within the context of its 
mission statement. The report emphasizes, however, that nothing should be done to 
impair, in fact or perception, the independence or objectivity of the FASB.
Finally, the report suggests that the FASB take an increasing role in 
international standards-setting activities by taking a more active role in the process. 
This is important, says the report, because the increasing globalization of capital 
markets requires greater harmonization of international standards.
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The following AICPA members have had their memberships terminated under the 
automatic disciplinary provisions of the Institute’s bylaws:
Howard Mark Levy of Henderson, Nevada, on February 2 4 , 1989, following 
affirmation by a U.S. Court of Appeals of his conviction in the U.S. District Court 
for the District of Connecticut of conspiracy, subscribing to false tax returns and 
assisting in filing false tax returns.
Alton Clark Bingham of Las Vegas, Nevada, on February 2 4 , 1989, following the 
revocation of his CPA certificate by the Nevada State Board of Accountancy for 
mishandling and embezzling an employer’s funds.
Michael Donald Hastings of Santa Maria, California, on February 2 7 , 1989, 
following receipt of evidence that his CPA certificate was revoked by the California 
State Board of Accountancy based on his conviction in the Superior Court of 
California of two counts of violating the forgery section of the California Penal 
Code.
Also, the membership of Bruce E. Bell of Olympia, Washington, was suspended 
indefinitely as of January 11, 1989, co-incident with the suspension of his CPA 
certificate by the Washington State Board of Accountancy for a minimum of two 
years and thereafter, until such time as he petitions, in person, to the Board for 
reinstatement. The Board’s disciplinary action was based on his failure to provide 
working papers and records to a client on demand, and failure to file federal 
income tax returns.
At a meeting of the Joint Trial Board in Detroit on February 14 , 1989, Larry G.
Wilson of Elk Rapids, Michigan, was found guilty of violating the Michigan 
Association of CPAs and AICPA Codes of Professional Conduct by undertaking an 
engagement which he, or his firm, could not reasonably expect to complete with 
professional competence. Also, he permitted his name to be associated with 
financial statements in such a manner as to imply that he was acting as an 
independent public accountant while not complying with generally accepted 
auditing standards and with statements on auditing standards which are 
authoritative interpretations of GAAS.
Following its guilty finding, the panel voted that the respondent take specified 
CPE courses within each of the next two years, and submit to the AICPA within six 
months following each of those years, a copy of all audited financial statements and 
reports performed during that year. The Institute’s governmental technical 
standards committee is to select one engagement for each year from which the 
respondent is to submit a copy of the working papers related to that engagement for 
its review.
Mr. Wilson, who was present with counsel at the hearing, did not request a 
review of the decision, which, therefore, became effective on March 1 6 , 1989.
A proposed SOP has been issued by the auditing standards division, Accountants' 
Services on Prospective Financial Statements for  Internal Use Only and Partial 
Presentation (product number G00395). The draft clarifies and expands procedural 
and reporting guidance in the Guide for  Prospective Financial Statements. 
Guidance on partial presentations would replace section 1000 of the Guide; 
guidance for internal use only would replace section 900 of the Guide.
Copies are available upon written request to the AICPA order department.
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DIRECTORY OF AICPA SERVICES
The following is a listing of the direct telephone numbers of frequently called AICPA services and activities. 
Please retain it for prompt service on your inquiries.
AICPA, New York (main) (212) 575-6200 Management of an
Facsimile number (212) 575-3846 Accounting Practice (212) 575-6436
AICPA, Washington (202) 737-6600 Management Advisory Services  6363
Facsimile number (202)638-4512 Meetings and Travel 6451
Accounting Department, General (212) 575-6480 Meetings Information Telephone Service 5694
Accounting and Review Services 5510 Member Services 3641
Accounting Standards 6368 Membership Records 6421
Auditing and Accounting Guides 3850 Minority Recruitment and
Auditing Standards 6377 Equal Opportunity 7641
Benevolent Fund 3659 National Automated Accounting and
Car Rental—Hertz (800) 654-2200 Retrieval Service (NAARS) 6393
Committee Appointments (212) 575-6449 Order Department US (800) 334-6961
Continuing Professional Education NY (800) 248-0445
General Information US (800) 242-7269 Credit and Collections (212) 575-6459
NY (212) 575-5696 Personal Financial Planning 3644
CPA Client Bulletin; Public Relations Coordinator 5417
CPA Client Tax Letter (212) 575-6277 Practicing CPA 6278
CPA Letter 6274 Professional Ethics 6209
Customer Service 6428 Public Relations and Communications 5574
Division for CPA Firms News Bureau 3879
Quality Control Review 6396 Promotional Materials 5262
Private Companies Practice Section 6359 Video Journal Programs 5573
SEC Practice Section 6367 Retirement Programs
Examinations, Uniform CPA 6495 (MONY Financial Services) (800) 666-9800
Federal Government Affairs (202) 737-6600 State Legislation and Relations (202) 737-6600
Federal Taxation 6600 State Society Relations (212) 575-6583
General Counsel (212) 575-6469 Tax Adviser 6314
Human Resources 6206 Technical Information Services
Industry Member Programs 6436 Accounting and
Insurance Programs Auditing Practices US (800) 223-4158
(Rollins Burdick Hunter Co.)
(except professional liability) US (800) 
call collect NY (212)
Professional liability 
International Relations 
Joint Trial Board 
Journal of Accountancy 
Editorial 
Advertising 
Circulation 
Library Services
(800)
(212)
US (800) 
NY (800)
223-7473
973-6200
221-3023
575-6398
3852
6272
6286
5505
223-4155
522-5434
Computer Applications and 
Software Support
NY (800) 522-5430 
(212) 575-5412
Note: (1) Inquiries on publications sent to members should 
be made to the Order Department and not to the 
division issuing them.
(2) All accounting and auditing practice questions 
should be directed to Technical Information Ser­
vices.
(3) Calls placed to 800 numbers cannot be transferred 
to other numbers.
Concurrent Sessions
ACCOUNTING/AUDITING
• Compliance Auditing: The New SAS and 
GAO Standards
• Accounting Standards: An Update
• Update on Audit Standards and Compila­
tion and Review Standards
• What Can We Learn from the Savings & 
Loan Problem?
TAX
• Oil and Gas Taxation Developments
• Passing It Down, Not Handing It Over 
Estate and Gift Tax Strategies
• Employee Benefits Developments: Section 
89 and Other Problems
• Self Assessment and Quality Review in 
Tax Practice
MANAGEMENT
• Success on a Limited Service Philosophy
• Managing the Staff of the Future
• The Productive Professional
• Changing Perspectives on Partner 
Retirement
INDUSTRY/MAS
• The CPA’s Guide to Employment and 
Labor Relations Law
• Real Estate: The Impact of Current Value 
Reporting
• Telecommunications: Managing the 
Challenge
• Enhancing Business Advisory Services
HANDS-ON COMPUTER LABORATORY
• EDP Audit Boot Camp Using IDEA
• Producing High Quality Reports
• Using AICPA Software to Perform More 
Efficient Effective Audits
• Using NAARS and Other Libraries in the 
AICPA’s Total On-Line Tax and Accounting 
Library (TOTAL)
FIESTA TIME IN 
SAN ANTONIO
Whether you are in public practice, 
industry, government or education, 
this meeting is for you.
AICPA 102nd 
Annual Members Meeting
September 24-27 , 1989 
San Antonio, Texas
As always, this year’s wide range of technical and professional 
sessions will provide you with up-to-the-minute information on 
subjects of interest to all accountants. And to help you keep up 
with the ever-changing world of computer software technology, a 
new concurrent session track has been added—Hands-on 
Computer Laboratory.
The plenary session speakers will include the Honorable Howard 
H. Baker, Jr., former White House Chief of Staff. He will discuss 
current domestic policy issues and what the country can expect 
from the Bush Administration. You will also have an opportunity 
to hear the world recognized economist Lester Thurow, who is Dean 
of MIT's Sloan School of Management The title of Mr. Thurow’s 
speech is “The World Economy: Pressures and Implications.”
The Monday Luncheon speaker will be Zbigniew Brzezinski, 
former National Security Advisor, who will review communism's 
record of performance and examine its current dilemmas. At the 
members Luncheon on Tuesday, the 1989-90 Chairman of the 
Board, Charles Kaiser, Jr., will discuss where the profession is 
heading as it enters the “Dawn of the Decade.”
And to help you enjoy “Fiesta Time in San Antonio” we have
planned a Texas Style BBQ on Sunday night, September 24th.
You can also sample the Old West and the influence of Mexican
Culture in Texas at the gala reception on Tuesday, September 26th.
FOR INFORMATION WRITE OR CALL
American Institute of CPAs/Meetings and Travel Services Division
1211 Avenue of the Americas/New York, NY 10036 -8775/(212) 575-6451
Special  Bonus! Book your flight through American Airlines' 800 number (1-800-433-1790) and be eligible to win two roundtrip
coach tickets to Geneva or Zurich. When calling American refer to Star File No. S-9339.
AICPA and FASB 
Have Issued 
Not-for-Profit 
Reports
Arbitrage Payments 
on Tax Exempt 
Bonds
Tax Division 
Meeting Set
AICPA Schedules 
Public Relations 
Conference
The AICPA task force report on Display in the Financial Statements of Not-for- 
profit Organizations (product number 090204) i$ now available by writing to the 
Institute’s order department. The price is $10; $8 to members. (Add $2.50 for 
shipping and handling.) The report's conclusions are those of the task force and are 
advisory only. They should not be used to change practice or to justify accounting 
changes as being preferable prior to action by the FASB.
In February, the FASB added display issues to its agenda.
The board has also published a special report summarizing two staff surveys of 
not-for-profit organizations’ practices regarding recognition in their financial 
statements of the dollar value of contributed services. Few do so and, according to a 
FASB staff member, the board has tentatively concluded that reporting of this 
information should remain optional. Copies of the report, Accounting for 
Contributed Services: Survey of Preparers and Users of Financial Statements of 
Not-for-profit Organizations, are available at $15 from the FASB Order Department, 
P.O. Box 30816, Hartford, Connecticut 06150. As usual, a 20 percent, discount 
applies to FAF associate members, members of the ARA and the academic 
community.
Prior to the Tax Reform Act of 1986, state and local governments had up to three 
years to use the proceeds from tax exempt bonds issued by them before arbitrage on 
such proceeds had to be paid to the Treasury Department. Arbitrage, as defined, is 
the excess interest earned by a state or local government on proceeds from the sale 
of its bonds over interest paid to bond holders.
TRA ’86 requires rebate of such arbitrage to the Treasury Department on 
governmental bonds issued after August 31, 1986, and on private activity bonds 
issued after December 31, 1984, when the proceeds are held for six months or 
longer. These rebates must be calculated annually and paid at the end of every fifth 
year until the bonds are retired.
The AICPA tax division urges state and local governments and their 
independent auditors to become familiar with the new requirements under TRA 
’86, including the penalty provisions for not complying. Final Treasury arbitrage 
regulations are expected to be issued soon.
The AICPA's tax division will hold its spring meeting at the Grand Hyatt 
Washington Hotel on May 18, with briefing sessions for division members on May 
17 and 19.
Featured speakers will include Congressman Sam Gibbons (D-FL); Ron 
Pearlman, chief of staff of the Joint Committee on Taxation; and Acting IRS 
Commissioner Mike Murphy. For registration material or information on joining the 
tax division, call Julia Bassler at 202/737-6600.
The 1989 Public Relations Conference is set for July 10-12 in San Diego at the 
Sheraton on Harbor Island.
Under the theme, “Communications in the 1990s: A Blueprint for Success," it 
will include discussion groups and hands-on workshops dealing with developing 
marketing materials, organizing special events and negotiating strategies. Other 
highlights include:
□  A review of the AICPA’s efforts to enhance integrity in government, business and 
the profession by Charles Kaiser, AICPA vice chairman;
□  A discussion on recruiting students into the profession;
□  A session on identifying prospects and packaging CPA services;
□  A discussion on establishing contacts with all levels and branches of the media. 
The registration fee is $285. For further information, call the AICPA meetings 
division at 212/575-6451.
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Washington Briefs Treasury to Issue 401(k) Guidance — As a result of a March 14 hearing, the
Treasury Department has decided to select a number of “core issues” to be dealt 
with in its proposed regulations (EE-158-86, EE 160-86) on cash or deferred 
compensation plans. They will be dealt with in a forthcoming notice, according to 
Paul Strella, a Treasury Department associate tax legislative counsel.
Guidance Issued by IRS on Pension Contributions — In Advance Notice 89-52, the 
IRS provides guidance on required quarterly contributions to pension plans under 
IRC section 412(m). Although payments are due 15 days after the end of each 
quarter, for the first installment of the 1989 plan year, penalties for late payments 
until 30 days after publication of the notice in the Internal Revenue Bulletin, 
scheduled for May 8.
SEC Issues Staff Bulletin on LBO Sales — SEC Staff Accounting Bulletin (SAB) no. 
81 sets forth the staff views on the appropriateness of gain recognition on the sale of 
a business or operating assets to a highly leveraged entity. The staff believes that if 
there are significant uncertainties regarding the seller’s ability to realize non-cash 
proceeds, immediate gain recognition may be inappropriate. For further 
information, contact Jack C. Parsons at the SEC, 202/272-2130.
IRS Issues Final Regs on Partnership Entertainment — The April 5 issue of the 
Federal Register includes final IRS regulations that require certain partnerships and
S corporations to separately report their proportionate share of meal, travel and 
entertainment expenses. For further information, after reading the final rule, 
contact David R. Haglund at the IRS, 202/377-9470.
IRS Clarifies Foreign Government Withholding — In advance Notice 89-50, the IRS 
has clarified proposed and temporary regulations on statements provided by foreign 
governments to withholding agents on income earned in the United States which is 
exempt from tax. This notice appeared in the April 24 issue of the Internal Revenue 
Bulletin (89-17).
Proposed Rules on Backup Withholding — Temporary and proposed rules 
concerning the requirement for payors to backup withholding due to notification of 
an incorrect taxpayer identification number (TIN) and the actions that payors must 
take to exercise due diligence with respect to a missing or an incorrect TIN 
appeared in the April 11 issue of the Federal Register.
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The CPA Letter
A Membership News Report Published by the AICPA
The latest Statements on Auditing Standards, nos. 62 and 63, were mailed to AICPA 
members this month:
SAS no 62, Special Reports (product number 060622), changes certain auditing 
standards by:
□  Prescribing a new special report form;
□  Requiring the auditor’s special report to state that the financial statements were 
prepared in conformity with a comprehensive basis of accounting other than 
GAAP;
□  Clarifying that there is no requirement to describe in the auditor’s special report 
how the presentation differs from a presentation in conformity with GAAP;
□  Clarifying requirements for issuing a special-purpose report on special or 
incomplete presentations;
□  Restricting the distribution of reports under specified circumstances.
SAS no. 63, Compliance Auditing A pplicable to Governmental Entities and Other 
Recipients o f Governmental Financial Assistance (product number 060637) 
establishes standards with respect to testing and reporting on compliance with 
laws and regulations in certain engagements, as defined, under GAAS and the 
Single Audit Act of 1984.
Additional copies of each SAS are available by writing to the AICPA order 
department. The price is $2.75; $2.20 to members.
Three statements of position have also been issued:
□  Questions Concerning Accountants’ Services on Prospective Financial 
Statements (SOP 89-3) is a supplement to the AICPA Guide for Prospective 
Financial Statements. It was developed in response to questions raised by 
practitioners about some of the procedural and reporting guidance contained in 
the guide. The provisions for this statement are effective beginning on or after 
July 1 , 1989. The product number is 014802, priced at $4.25; $3.40 to members.
□  Reports on the Internal Control Structure in Audits o f Brokers and Dealers in 
Securities (SOP 89-4) —  This paper (product number 014821), priced at $2.50, 
$2.00 to members, presents the recommendations of the AICPA stockbrokerage 
and investment banking committee regarding the application of generally 
accepted auditing standards to reports on the internal control structure in audits 
of brokers and dealers in securities.
□  SOP no. 89-5, Accounting and Financial Reporting by Providers o f  Prepaid 
Health Care Services (product number 014817) — This statement of position 
provides guidance on applying generally accepted accounting principles in 
accounting and reporting by providers of prepaid health care services on health 
care costs, contract losses (premium deficiencies), stop-loss insurance 
(reinsurance), and contract acquisition costs. The price is $4.25; $3.40 to 
members.
These position statements are available by writing to the order department. 
Shipping and handling charges will be added to all paid orders.
Sells Medalists 
Announced
The Elijah Watt Sells Medalist for the November 1988 Uniform CPA Examination 
have been announced. They are judged on their overall achievement on the four 
sections of the examination. Medalists, to receive their awards during the AICPA 
annual meeting in San Antonio, are:
Sells Gold Medal (highest overall score) tie:
□  David Lester Olmstead of Arlington, Massachusetts. Following a B.S. degree, 
with honors, from the University of Illinois at Chicago, he is now a consulting 
actuary with Ernst and Whinney.
□  Christopher A. Middleton of Poway, California. A graduate of San Diego State 
University, he is currently employed by Peat Marwick Main & Co.
Sells Silver Medal (second highest overall score):
□  Lisa Gonzalez of Miami, Florida. A summa cum laude graduate of the University 
of South Florida, Ms. Gonzalez is currently an assistant tax specialist with 
KPMG Peat Marwick in Miami.
Sells Bronze Medal (third highest overall score) tie:
□  Brian A. Zink of Tampa, Florida. He holds a B.S. (cum laude) and a Master’s in 
Accountancy from the University of South Florida.
□  Donald Munchrath of Sioux City, Iowa. He is a summa cum laude graduate of 
Briar Cliff College, Sioux City, Iowa, and is currently a staff accountant with 
Crayne, Parkinson & Associates, P.C.
Member Expelled; 
Another Suspended
The following member has had his membership terminated under the automatic 
disciplinary provisions of the Institute’s bylaws: Brooks Wilson of Amarillo, Texas, 
was terminated on October 10, 1988, following receipt of a Consent Order from the 
Texas State Board of Public Accountancy stating that, effective June 1 , 1988, his 
certificate was revoked for violating the Rules of Professional Conduct of the Texas 
State Board of Public Accountancy.
At a meeting of a hearing panel of the Joint Trial Board in Philadelphia, 
Pennsylvania, on January 20, 1989, Charles E. Parente of Wilkes-Barre, 
Pennsylvania, was suspended from memberships in the Pennsylvania Institute of 
CPAs and the AICPA for three months for violating their respective rules on 
independence. The panel found that the respondent was a director of a client prior 
to, during and subsequent to his firm’s examination of the client’s financial 
statements.
Mr. Parente, who was present at the hearing, requested a review of the decision 
before it became effective. The request became invalid, however, when he failed to 
supplement it, in writing, with or additional relevant material supporting his 
request. The panel’s decision, therefore, became effective on February 20, 1989.
Programs on Upward 
Mobility of Women in 
the Profession 
Proceed
As a result of the report of the special committee on the upward mobility of women 
issued last year, the AICPA has authorized certain actions:
□  The committee is disseminating its report to various interested audiences and 
urges them to develop ways to enhance the upward mobility of women CPAs;
□  AICPA President Philip B. Chenok is discussing with key AICPA staff members 
the implementation of the recommendations in the report;
□  Names are being sought of women CPAs with various areas of expertise who 
could serve on committees, boards and Council.
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Guidance Reminder 
on “Penny Stocks” 
and Audits
Investors who purchase “penny stocks” or participate in “blind pool” securities 
offerings may be motivated by the prospect of getting in on the ground floor of a 
possible bonanza. However, according to the SECPS executive committee, investors 
and auditors alike should be aware that a number of recent accounting and auditing 
enforcement releases issued by the SEC involve the issuers of such securities and, 
occasionally, their auditors.
Statement on Quality Control Standards no. 1 specifies that one essential 
element of an effective system of quality control is the establishment of policies 
and procedures to guide the audit firm’s acceptance and continuance of clients. In 
this regard, it states that “prudence suggests that a firm be selective in determining 
its professional relationships.” The experience of some auditors of penny stocks and 
blind pools demonstrates the importance of this guidance, it noted.
Retirement Planning 
Materials Available
The first in a new series of consumer guides, each consisting of a speech and a 
brochure for use with clients and prospective clients, deals with retirement 
planning and is now available.
Achieving Financial Security for Your Retirement Years — This 14-page speech has 
been prepared for CPAs to deliver before general audiences. It focuses on planning 
and budgeting for the retirement years. The speech is appropriate for civic, 
consumer and community groups, as well as clients. The product number is 
890630 and the price, including shipping and handling, is $3 (prepaid).
Retirement Planning: Achieving Financial Security for Your Future — This two- 
color, six-panel brochure discusses the main points of the speech.
The brochure may be used as a handout accompanying the speech, or as a 
mailing piece. Firms may imprint their name on the back panel. The product 
number is 890803. The price is $12 per hundred, plus shipping and handling.
To place an order for these materials, write to the AICPA Order Department, 
P.O. Box 1036, New York, New York 10108-1036.
Rafal Becomes 
AICPA Vice 
President
In announcing the appointment of Dale Rafal to Vice President -  Quality Review, 
AICPA President Philip B. Chenok stated that Rafal has spearheaded the 
establishment of the quality review program. He added that the responsibilities for 
administering the quality review and the peer review programs of the division for 
CPA firms have increased substantially and continue to grow.
NOTICE OF AICPA PUBLIC MEETINGS
Quality Review — The quality review executive committee will hold an open meeting on June 1-2 at 
the Louisville Hyatt Hotel in Louisville, Kentucky, starting at 8:00 a.m. The agenda has not yet been set.
Professional Ethics — An open meeting of the professional ethics executive committee will be held in 
the Westin Hotel, Washington, D.C., on June 27, starting at 9:30 a.m. It will consider for exposure:
□  Proposed Revision to Ethics Ruling no. 52 under Rule 101 — Past Due Fees;
□  Proposed Ethics Ruling under Rule 101 — Meaning of the Period of a Professional Engagement;
□  Proposed Ethics Ruling under Rule 101 — Audits, Reviews, or Compilations and a Lack of 
Independence;
□  Proposed Ethics Ruling under Rule 101 — Member Joining Client Credit Union;
□  Proposed Interpretation under Rule 301 — Confidential Information and the Purchase, Sale or 
Merger of a Practice;
□  The committee will consider for adoption and publication the 17 pronouncements incorporated in 
the January 12, 1989, Omnibus Exposure Draft.
Changes from these notices will be reported by the meetings telephone information service.
The number is 212/575-5694.
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Washington Briefs AICPA Testifies on Section 89 — Further support for simplification of section 89, as 
embodied in H.R. 1864, was provided in testimony before the House Ways and 
Means Committee by the Institute’s tax division on May 2. Arthur S. Hoffman, 
chairman of the tax division, expressed concern over the effect of the complexity of 
section 89 on businesses of all sizes. “We generally support the proposed 
legislation — particularly the focus on plan availability rather than plan coverage
— but suggest changes in the treatment of cafeteria plans and the appropriate 
indexing of employee contributions for a qualified core health plan,” he said. 
Similar testimony was given before the Senate Finance Committee on May 9.
Description of H.R. 1864 Issued by JCT — Description o f H.R. 1864 Relating to 
Simplification o f Section 89 Nondiscrimination Rules A pplicable to Certain 
Employee Benefit Plans is the title of a pamphlet recently issued by the Joint 
Committee on Taxation. The pamphlet (JCS-9-89) is available for $1.25 from the 
Superintendent of Documents, Government Printing Office, Washington, D.C. 
20402-9325. The stock number is 052-070-065-67-2.
Valuing Transfers of Property Interests — The IRS has issued an advance copy of 
Notice 89-60 which revises valuation tables for valuing transfers of interests in 
property made after April 3 0 , 1989. They reflect the mortality experience based on 
the 1980 census. Publication is scheduled for the Internal Revenue Bulletin 
1989-22, dated May 30, 1989.
Goldberg may Head IRS — Pending nomination and confirmation by the Senate, 
Fred Goldberg is expected to be the next Commissioner of the IRS. Goldberg is a 
partner in the Washington law offices of Skadden Arps Slate Meagher & Flom and 
was chief counsel of the IRS in the early eighties.
Guidance on Foreign Partners’ Income Withholding — The IRS has published 
Announcement 89-60 and Revenue Procedure 89-31 which provide guidance on 
withholding income allocable to foreign partners required for taxable years after 
December 31, 1987. They appear in the Internal Revenue Bulletin 1989-20, dated 
May 15, 1989.
Pension Forms on Tape — The IRS has announced in the April 28 issue of the 
Federal Register that it will conduct a program during the 1989 filing season for 
certain employee pension plan returns and schedules to be filed on magnetic tape. 
Copies of the draft revenue procedure are available from the IRS Service Center, 310 
Lowell Street, Andover, Massachusetts 01812, Attention: Electronic Filing Unit,
Stop 981. Those interested in participating in the program should write to the above 
address by June 15.
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At its Spring meeting on May 22-24, the AICPA Council authorized a mail ballot of 
the membership to amend the bylaws to require that CPAs in public practice with 
firms having SEC clients can be member AICPA members only if their firms are 
members of the SEC Practice Section of the Division for CPA firms. The Council 
also approved a new dues schedule for the next billing period, representing an 
increase of about nine percent overall, and heard reports on a variety of current 
issues affecting the profession. These included accountants’ legal liability, quality 
of audits of governmental units, the structure and content of the Uniform CPA 
Examination and activities of the federal taxation executive committee.
Following a report from the chairman of the special committee on governance 
and structure, breakout sessions discussed four issues on which the committee 
sought Council input:
□  The role and responsibility of members, Council and the board of directors;
□  How to enhance the relationships and communications between the AICPA and 
the state societies;
□  Whether to permit AICPA associate membership for non-CPA professionals;
□  Whether to provide for student affiliation with the Institute.
Council elected 3 members to fill the unexpired terms of resigned or deceased 
members of Council, all of which end in October 1989. The members elected are:
— Edward A. Kangas, New York, member-at-large;
— Anthony R. Pustorino of New York; and
— John R. McClure of Oregon.
The 1989 Outstanding Accounting Educator award was presented to Thomas J. 
Burns, professor of accounting at Ohio State University, for his significant 
contributions to the profession through his teaching, research and active 
involvement with student accounting organizations.
On the regulatory front, the Federal Trade Commission is expected to act on the 
proposed agreement between the AICPA and the FTC staff on commissions and 
contingent fees (see September 2 3 , 1988, issue of the CPA Letter) after completion of 
the 60-day comment period this month.
It was announced that William S. Kanaga will be awarded the AICPA Gold 
Medal for Distinguished Service (the profession’s highest honor) at the AICPA 
annual meeting in San Antonio.
The AICPA’s grants-in-aid selection committee has awarded grants totaling $68,850 
to seven doctoral candidates in order that they may work full time to complete their 
dissertations. The recipients are:
□  Gary J. Colbert, CPA, University of Oregon;
□  Catherine A. Craycraft, CPA, Ohio State University;
□  James J. Donegan, CPA, University of Arizona;
□  Kel-Ann Eyler, CPA, Georgia State University;
□  Kathleen J. Fiederlein, CPA, Indiana University;
□  Nancy Thorley Hill, CPA, University of Wisconsin—Madison;
□  Swaminathan Stridharan, University of Pittsburgh.
Information on the program, which was established in 1965, is available from 
the AICPA’s relations with educators division at 212/575-6357.
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At its recent meeting, the board of the International Accounting Standards
Committee
□  Approved a new international accounting standard (IAS 29), Financial Reporting 
in Hyperinflationary Economies, to be released on July 1, 1989, with an effective 
date of January 1, 1990.
□  Adopted a Framework for the Preparation and Presentation of Financial 
Statements for release and publication on July 1 , 1989.
□  Approved an exposure draft (E34) of a proposed IASC statement, Disclosures in 
the Financial Statements of Banks and Similar Financial Institutions, for release 
on July 1, 1989, with a six-month exposure period. The proposed statement is a 
revision of the April 1987 exposure draft (E29), Disclosures in the Financial 
Statements of Banks.
The board also elected Arthur Wyatt of the U.S. delegation as chairman- 
designate of the board for a two-and-one-half-year term starting in June of 1990.
IFAC Issues 
Exposure Draft on 
Accounting 
Management
The International Federation of Accountants has issued for exposure a draft of 
International Management Accounting Practice 3, Foreign Currency Exposure and 
Risk Management.
This paper is designed to provide a framework for those who are required to 
determine overall policy in this area as well as for those who are expected to 
manage such exposure and risks.
Comments are due by October 31, 1989, at the IFAC offices, 540 Madison 
Avenue, New York, New York 10022. The product number is G00396, and copies 
are available by writing to the AICPA order department.
Accounting 
Programs at 
12 Schools 
Accredited
The Accreditation Council of the American Assembly of Collegiate Schools of 
Business has accredited an additional 16 accounting programs at 12 universities. 
Since accreditation began in 1982, 142 programs at 78 schools have qualified.
Three types of programs are accredited: (A) bachelor’s programs in accounting;
(B) MBA programs with an emphasis on accounting; and (C) master’s in accounting 
programs, including 150-semester-hour accounting programs. The newly accredited 
programs for 1989 are: Case Western Reserve University (A,C,); Central Michigan 
University (A); Clemson University (A,C); University of Delaware (C): Howard 
University (A); Memphis State University (B,C); Miami University (C); University of 
Oregon (A); Portland State University (A); Southern Illinois University-Carbondale
(C); University of Texas at El Paso (A,C) and Washington State University (C).
The following materials on recordkeeping are available to members for use with 
clients or general audiences:
□  Keeping Financial Records — This brochure provides guidelines on how long to 
save documents and offers advice on how to improve a recordkeeping system. 
The product number is 889488, and the price is $10 per 100, plus shipping and 
handling. For a free copy, write to AICPA Order Department, P.O. Box 1012, New 
York, New York 10108-1012, enclosing a stamped, self-addressed no. 10 envelope.
□  Financial Recordkeeping: Organizing Your Past to Plan Your Future — This 
eight-page speech discusses organizing personal, consumer and tax records, and 
developing a records retention system. It is designed for general audiences and 
the product number is 889473. The speech is available at $3, prepaid, by writing 
to or faxing (212/575-6841) the order department at the AICPA office.
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IASC Approves 
Three Documents
New Brochure and 
Speech Available
AcSEC Meeting 
Highlights
Quality Review 
Committee Meets
Disability Income 
Plan Entrance 
Date is July 1
NASBA Establishes 
Public Service 
Award
At its May meeting, the accounting standards executive committee
□  Approved for final issuance the audit and accounting guide, Audits of Property 
and Liability Insurance Companies, subject to clearance by the chairman of 
AcSEC and review by the FASB;
□  Approved a draft statement of position, Accounting for Real Estate Syndication 
Income, for exposure, subject to AcSEC chairman clearance and FASB review;
□  Approved for exposure a draft statement of position, Financial Reporting by 
Entities in Reorganization, subject to negative clearance by AcSEC of a draft 
revised to reflect the committee’s changes and review of that draft by the FASB;
□  Approved issuance of a comment letter on the GASB exposure draft, Accounting 
and Financial Reporting for Risk Financing and Related Insurance Issues;
□  Discussed threshold issues in the FASB exposure draft, Employers’ Accounting 
for Postretirement Benefits Other Than Pensions. A  letter of comment will be 
considered by AcSEC at its June meeting.
At its meeting on April 24-25, the quality review executive committee
□  Adopted requirements for the development of reviewer training courses and 
agreed that the two AICPA courses meet these requirements;
□  Agreed that reports on personal financial statements under SSARS 6 are not 
covered by the existing quality review standards and that member firms that 
perform only these engagements are not required to have quality reviews;
□  Agreed that “special report” engagements performed by AICPA members are 
“audit services” for purposes of determining whether a firm should have an 
off-site quality review;
□  Developed a plan for overseeing the activities of state CPA societies during the 
1989 pilot year.
AICPA members who wish to begin or increase their coverage under the Long Term 
Disability Income Plan should act before July 1. This plan is available to individual 
Institute members and includes these special features:
□  A liberal definition of disability — the inability to work at your occupation 
applies for the entire period of disablement;
□  Monthly disability income benefit payments that range from $500 to $5,000 for 
disabilities caused by either sickness or accident. Monthly benefits up to $1,500 
are available regardless of the amount of earnings or other disability coverage;
□  Disability income benefits may be paid for life, after a 26-week waiting period, if 
disability was incurred before age 50 (to age 65 if incurred at or over age 50).
□  A voluntary rehabilitation program under which the insured CPA may return to 
work while receiving monthly income disability income payments in reduced 
amounts. The program also includes provisions for the payment of approved 
rehabilitation training and education expenses.
Literature has been mailed to members. For additional information, write to 
the plan agent: Rollins Burdick Hunter Co., 605 Third Avenue, New York, New 
York 10158 or call 800/221-4722 (US); collect, in NY at 212/973-6200.
The National Association of State Boards of Accountancy has established the 
William H. Van Rensselaer Public Service Award in honor of its late executive 
director. As a tribute to him, the award has been created “to recognize others who 
have made outstanding contributions to the regulation of the profession.”
The following criteria will be used to judge nominees: outstanding 
achievement in state regulation of the profession, demonstrated excellence as a 
leader of a state board or NASBA, significant accomplishments that have enhanced 
image or effectiveness of state boards.
Nominations must be submitted by July 1, 1989. For further information, 
contact NASBA, 545 Fifth Avenue, New York, New York 10017-3698.
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Member Expelled; 
Two Suspended; 
One Admonished
Services for 
Members — 
Technical 
Information
Bruce Murray Gottlieb of Richardson, Texas, was expelled from membership in the 
Institute on March 21, 1989, under the automatic disciplinary provisions of the 
bylaws. Gottlieb was convicted, on his plea of guilty in a U.S. district court, of 
violating Section 7214(a)(7) of the U.S. Code — Unlawful Acts of Revenue Agents. 
The code states that any officer or employee of the United States acting in 
connection with any revenue law of the United States, who makes or signs any 
fraudulent certificate, return or statement, is punishable by imprisonment for more 
than a year.
Robbie Grant of Zephyr Cove, Nevada, had his membership suspended retroactively 
for 90 days from July 16, 1986, to October 13, 1986, coincident with the suspension 
of his CPA certificate for the same period by the California State Board of 
Accountancy. He was found guilty of dishonesty, fraud and gross negligence in the 
practice of public accountancy and willful violation of a regulation promulgated by 
the board. Grant’s efforts in the California Superior Court and the California Court 
of Appeals to stay the board’s decision were unsuccessful, and the suspension of 
his certificate was retroactively imposed by the board.
At a meeting of a hearing panel of the Joint Trial Board in New York City on March
13, 1989, Mark J. Ackerman of Lynbrook, New York, was suspended from 
membership for 90 days for violating AICPA Rule of Conduct 102. He was found 
guilty of assisting a client in preparing and filing of a tax return which included a 
depreciation deduction related to recourse notes involved in a purchase of a tax 
shelter, which notes would never have to be paid. Rule 102 provides that a member 
shall not knowingly misrepresent facts and, when rendering tax services, shall not 
subordinate his judgment to others. He was also found guilty of violating Rule 501, 
by committing an act discreditable to the profession in that he pleaded guilty and 
was convicted of aiding in the preparation of the false tax return for his client.
Following his conviction, Mr. Ackerman had been advised of the termination 
of his membership in the Institute under the automatic provisions of its bylaws. He 
appealed to the National Review Board for non-operation of the automatic bylaw 
provisions due to mitigating circumstances. The appeal was granted by a hearing 
panel of the National Review Board, and the matter was referred back to the 
Institute’s professional ethics division for its further investigation. A prima facie 
case was found by the ethics division, and the case was referred to the Joint Trial 
Board for adjudication.
Mr. Ackerman, who was present at the hearing, did not request a review of the 
decision, which, therefore, became effective on April 12, 1989. The suspension runs 
from April 12, 1989, to July 11, 1989.
At a separate hearing on the same day, the hearing panel found John Clements of 
New York City guilty of violating the Institute’s bylaws by failing to respond to 
communications from a committee of its professional ethics division in its attempt 
to investigate a complaint against him. The panel admonished the respondent and 
directed that he cooperate with the professional ethics division in its investigation. 
If he does not, the matter will be referred back to the hearing panel for further action.
Mr. Clements, who was present with counsel at the hearing, did not request a 
review of the decision, which, therefore, became effective on April 12, 1989.
The primary responsibility of the 12 people who staff the AICPA’s technical 
information service is to answer members’ inquiries on technical matters. They 
receive some 48,000 inquiries a year on accounting principles, financial statement 
presentation, auditing and reporting standards, and certain aspects of professional 
practice. Tax and legal matters are excluded. Responses are those of the staff and do 
not necessarily reflect Institute positions.
For this type of assistance, call 800/223-4158 (US); 800/522-5430 (NY).
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In remanding a suit against KMG Main Hurdman (now KMG Peat Marwick Main) to 
a lower court for trial, the Idaho Supreme Court established a new standard in that 
state for determining accountants’ liability in negligence to non-clients.
Following the ruling originally set forth in Credit Alliance v. Arthur Andersen
& Company by the New York Court of Appeals, the Idaho court found that before 
an accountant can be held liable to a third party:
□  “The accountants must have been aware that the financial reports were to be 
used for a particular purpose or purposes;
□  In the furtherance of which a known party or parties was intended to rely; and
□  There must have been some conduct on the part of the accountants linking them 
to that third party or parties, which evinces the accountants’ understanding of 
that party or parties reliance.”
“We are heartened by the decision,” said AICPA President Philip B. Chenok. 
“The court rejected a standard that would make accountants liable to any party 
who the accountant might reasonably foresee would rely on the accountant’s work. 
The position taken by the court confirms one of the AICPA tort reform initiatives,” 
he added.
The AICPA had filed an amicus brief in support of the accounting firm.
James J. Leisenring, vice chairman of the Financial Accounting Standards Board, 
has been reappointed to a five-year term on the FASB by the Financial Accounting 
Foundation effective January 1 , 1990. Leisenring is a former chairman of the 
Auditing Standards Board and, before becoming a member of the FASB in 1987, he 
had been the FASB director of research and technical activities.
NOTICE OF AICPA PUBLIC MEETINGS
Accounting Standards — The accounting standards executive committee will hold an open meeting 
on June 13-15 in San Francisco at the Four Seasons-Clift Hotel, starting at 8:30 a.m. The agenda 
follows:
June 13—
□  Accounting for Frequent Travel Award Programs (consider draft statement of position for 
publication); Insurance Agents and Brokers Guide (consider draft for exposure);
June 14—
□  FASB Exposure Draft, Employers’ Accounting for Postretirement Benefits Other Than Pensions 
(approve comment letter); Standard Setting and Guidance (discussion of AcSEC’s role)
June 15—
□  Common Interest Realty Associations Guide (consider draft for publication).
Board of Examiners — The board of examiners will hold an open meeting on June 20 at the Velvet 
Cloak Inn in Raleigh, North Carolina, starting at 1:00 p.m. It will consider the recommendations of the 
NASBA board of directors as the basis for possible modifications to the board of examiners’ Proposed 
Changes in the Uniform CPA Examination issued on September 15, 1988.
Auditing Standards — There will be an open meeting of the Auditing Standards Board in the AICPA 
boardroom on June 20-21. The agenda follows:
June 20—
□  Discuss a proposed SAS on internal control to supersede SAS no. 9, and discussion of a proposed 
SAS that would provide guidance on use of all types of confirmations; Discuss an issues paper for 
a new SAS that would supersede SAS no. 44 on special purpose reports;
June 21—
□  Discuss draft of audit guide on control risk.
Changes from these notices will be reported by the meetings telephone information service.
The number is 212/575-5694.
Privity Concept 
Upheld in 
Idaho Court
Leisenring 
Reappointed 
to the FASB
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Washington Briefs “Activity” Defined for Passive Loss Rules — The IRS has proposed, in TD 8253, a
definition of “activity” to help taxpayers determine whether their business and 
rental operations are subject to the limitations on passive losses and credits 
imposed by the 1986 Tax Reform Act.
In general, the definition of activity tends to aggregate undertakings into larger 
groups and, typically, everything at one location is considered a single activity. The 
text appears in the May 12 issue of the Federal Register.
Section 89 Implementation Rules Delayed — Employers now have until October 1, 
1989, to prove that their employee plans meet the nondiscrimination requirements 
of section 89 of the Internal Revenue Code, as well as to meet the section’s 
notification requirements. Notice of this relief is contained in IRS Notice 89-65, 
which is scheduled to appear in Internal Revenue Bulletin 1989-24, dated June 12,
1989.
Proposal on Golden Parachutes — The IRS has issued proposed regulations which 
appeared in the May 8 Federal Register that would provide guidance to taxpayers 
who must comply with section 280G of the Internal Revenue Code. Comments are 
due by July 7.
Ruder to Leave SEC — David S. Ruder, chairman of the SEC, has advised President 
Bush that he plans to resign from the commission and return to teaching at the 
Northwestern University School of Law. He said that the effective date will depend 
on when his successor is selected. There are currently two vacancies on the 
commission, and the director of enforcement, Gary Lynch, has announced plans to 
enter private law practice.
Restrictions Announced on Letter Rulings — In Revenue Procedure 89-34, the IRS 
has announced that it will no longer issue letter rulings on an issue “that is clearly 
and adequately addressed by statute, regulation, Supreme Court decision, tax 
treaty” or authoritative pronouncements by the IRS, except under extraordinary 
circumstances.
IRS Issues Arbitrage Rules — The IRS has issued guidance on arbitrage rebate 
rules (TD 8252), which require issuers of tax-exempt bonds to rebate to the United 
States arbitrage profits earned from investing bond proceeds in certain higher-yield 
investments. The primary purpose of these regulations, said the IRS announcement, 
is to provide guidance on how to compute the yield and the rebatable arbitrage on 
various types of bonds.
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The AICPA, in a letter to Senator Lloyd Bentsen, (D-TX) has endorsed his and 
Senator Pryor’s (D-AR) bill (S.1129) which would simplify the provisions of section 
89 which deals with employee benefit plans. According to Donald H. Skadden, 
AICPA vice president -  taxation, “the AICPA is pleased that this proposed 
legislation saves compliance dollars by focusing on plan availability rather than 
coverage.” Dr. Skadden mentioned the Institute’s continuing concern with the 
treatment of cafeteria plans and its view that they should be omitted from section 
89 and tested separately under section 125.
The Institute has testified before Congressional committees several times and 
has provided considerable input to the bill in the interests of simplification of 
section 89.
The FASB has been considering two of the identified elements of compound 
financial instruments: options and unconditional receivables and payables. 
Assuming that the board reaches tentative conclusions on the fundamental 
“building blocks” of these financial instruments, it is expected that its views will 
be incorporated in a preliminary views document to be issued late this year or early 
in 1990.
Also, the board has tentatively agreed to issue a revised exposure draft on 
disclosures. The effective date for implementation of a final statement would be for 
fiscal years ending after June 15 , 1990. This information would be required for each 
year presented in the financial statements, except for the initial transitional year.
The FASB has prepared a videotape on its exposure draft, Employers’ Accounting 
for Postretirement Benefits Other Than Pensions. The video and its accompanying 
guide discuss why the board is addressing this issue, how it proposes to deal with 
it and possible implications of the proposed accounting treatment. The list price is 
$30 per set ($24 to AICPA members) and it can be obtained from the FASB order 
department at 203/847-0700, extension 555. Recommended CPE credit is one hour 
for viewing the tape; two hours if it is followed by a discussion period.
At its June meeting, the accounting standards executive committee:
□  Approved for final issuance a statement of position, Accounting for Frequent 
Travel Award Programs, subject to clearance by the committee of a revised draft 
which reflects suggested changes, and review by the FASB;
□  Approved for publication an auditing and accounting guide, Common Interest 
Realty Associations, subject to clearance of a revision incorporating suggested 
changes, and review by the FASB;
□  Approved for release a letter of comment on the FASB’s exposure draft, 
Employers' Accounting for Postretirement Benefits Other than Pensions, pending 
clearance by the committee of a draft revised to reflect AcSEC’s suggested 
changes;
□  Approved for exposure a draft guide, Accounting and Reporting Guide for  
Insurance Agents subject to committee clearance of its suggested changes, and 
review by the FASB.
AICPA Sets 
Conferences
The AICPA’s 1989 Conference on Savings Institutions will be held on September 
6-8 at the Grand Hyatt Washington Hotel in Washington, D.C. The two-day program, 
developed by the savings and loan associations committee, will feature lectures and 
panel discussions by CPAs, thrift executives and regulators. Key representatives 
from the Federal Home Loan Bank Board, the Financial Accounting Standards 
Board and the Securities and Exchange Commission will participate.
Major topics include:
□  Effects of current legislation on the supervisory and deposit insurance structure;
□  Operational aspects of the new risk-based capital requirements;
□  How to assess the internal control structure;
□  Implementation of the FASB standard on income taxes;
□  Update on tax issues affecting S&Ls.
The registration fee is $475 and $60 for the preceding optional program. 
Recommended CPE credit is 16 hours; 4 hours for the optional program.
The second presentation of the Employee Benefits Conference will be held at 
Harvey’s Resort & Casino in Lake Tahoe, Nevada, on July 10-11. Subjects to be 
discussed include 401(k)s, employee benefit considerations involved in mergers 
and acquisitions, postretirement health benefits, distribution planning and cafeteria 
plans. Registration fee is $495 and recommended CPE credit is 16 hours.
The 1989 AICPA Conference on Governmental Accounting and Auditing will be 
held on August 28-29 at the Grand Hyatt Washington, Washington, D.C. The 
objectives are to update participants on emerging governmental developments and 
to provide guidance and practical advice on recently issued pronouncements. The 
registration fee is $350 and recommended CPE credit is 16 hours.
The 12th annual advanced Estate Planning Conference is scheduled for July 26-28 
in San Diego at the Sheraton at Harbor Island. It is designed to enable CPAs in 
public practice to refresh their skills in estate planning and to update them on the 
changes stemming from TRA ’86, the Revenue Act of 1987 and TAMRA. The 
registration fee is $650 and recommended CPE credit is 24 hours.
For further information on the above conferences, contact the AICPA’s meetings 
division, 212/575-6451.
A one-day seminar, Strategic Briefing on Compliance Auditing (SAS 63), has been 
scheduled at five locations this summer. They are: New York (August 7), Dallas 
(August 14), Atlanta (August 16), Los Angeles (August 25) and St. Louis (September 
6). The seminar will focus on the requirements of SAS 63, why it was issued and 
how to follow it in your own audits. The registration fee until June 30 is $170 ($190 
afterwards) and recommended CPE credit is six hours. Call 800/242-7269 (US) or 
212/575-5696 (NY) for reservations.
Member Services — 
NAARS and On-Line 
Tax (TOTAL) Library 
Systems
Subscribers to the Institute’s accounting and auditing library (NAARS) have access 
to different types of files. These include corporate and local governmental annual 
reports, encompassing financial statements, footnotes and auditors’ opinions, and 
all current and superseded authoritative and semi-authoritative literature from the 
AICPA, FASB, GASB and the SEC. TOTAL subscribers also have access to tax and 
other information in addition to the NAARS material.
For further information, call Hal Clark at 212/575-6393.
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Auditing Standards 
Board Meeting
Demand for 
Accounting 
Graduates Is High
Three More States to 
Increase Educational 
Requirements
FAF Adopts 
Recommendations 
on FASB
At a recent meeting, the auditing standards board discussed a proposed audit guide 
that will assist practitioners with the implementation of SAS no. 55, Consideration 
of the Internal Control Structure in a Financial Statement Audit. The following is a 
summary of the board’s conclusions as to what will be included in the guide:
□  An auditor generally obtains knowledge about some general controls in a clients 
computer operation while obtaining knowledge about the overall control 
environment and accounting system. In some audits, this knowledge may be 
sufficient to plan the audit. An auditor is not required to obtain an 
understanding about these general controls in every audit;
□  In the current assessment of control risk, an auditor may consider evidence 
about the effectiveness of the design and operation of internal control structure 
policies and procedures obtained in prior year audits;
□  An auditor does not have to assess control risk for all assertions.
Employment opportunities for accounting graduates continue to increase according 
to a recent study by the AICPA’s relations with educators division. Although the 
number of accounting graduates in 1987-88 decreased about four percent from the 
previous year, the needs of public accounting firms increased by a similar amount 
and are expected to rise by another one percent this year. Some specifics:
□  Public accounting firms hired the largest share of the 51,000 graduates in 
1987-88, but many graduates found opportunities in business, industry and 
government;
□  There appears to be a continuing interest in those with graduate accounting 
backgrounds;
□  Public accounting firms are hiring more non-accounting majors for professional 
positions.
According to AICPA Vice President -  Education Dr. Rick Elam, “trends seen in 
the study seem to show that CPA firms believe that success as a CPA depends on 
having an education that includes much more than technical accounting subjects.”
Single copies of the 1989 study, The Supply of Accounting Graduates and the 
Demand for Public Accounting Recruits, may be obtained by writing to the AICPA 
Order Department, P.O. Box 1003, New York, New York 10108-1003.
Alabama, Montana and West Virginia have recently passed legislation that will 
require future CPAs to have 150-hours of education. This brings to seven the 
number of states that will have the law in effect by the year 2000. The other four 
states are Florida, Hawaii, Tennessee and Utah.
Legislation in the educational area has also been introduced this year in 
Alaska, Arkansas and Texas, and 17 other state societies are in various stages of 
preliminary review and action.
In other legislative activity, the Florida legislature passed unanimously an 
amendment to the state accountancy law prohibiting acceptance of commissions.
The board of trustees of the Financial Accounting Foundation has adopted a series 
of recommendations by a special advisory group to strengthen its oversight and 
support of the FASB. Among the recommendations adopted are:
□  Formation of an oversight committee of trustees to assist the FAF in monitoring 
the FASB’s standard-setting activities in light of the board’s stated mission;
□  Inclusion in the foundation’s annual report of a commentary on its oversight 
activities;
□  Periodic meetings between trustees and individual FASB members to discuss 
performance in relation to the stated criteria for electing board members; and
□  Encouragement of the FASB to become more actively involved in international 
standard setting.
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Member Is 
Admonished
Accountant’s Role 
in  SSARS no. 1 
Clarified
Recent AICPA 
Publications
At a meeting of a hearing panel of the Joint Trial Board in New York City on 
September 2 2 , 1988, Stuart Simson of Seaford, New York, was found guilty of 
violating the Institute’s bylaws and the Code of Professional Ethics of the New York 
State Society of CPAs. He was found guilty of failing to reply to communications 
from the professional ethics committee of the New York State Society in connection 
with its investigation of a complaint against him.
The panel voted to admonish the respondent and directed him to cooperate 
with the ethics committee of the New York State Society of CPAs in its 
investigation. If he does not, the ethics committee is to consider bringing an 
additional charge of non-cooperation to the Joint Trial Board.
Mr. Simson, who was present at the hearing, requested a review of the decision 
and provided additional information, in writing, in support of his request. On May
8 ,  1989, an ad hoc committee of the trial board voted unanimously that the request 
for review be denied. Therefore, the decision of the hearing panel, which was 
stayed pending outcome of the request for review, became effective on May 8 ,  1989.
The accounting and review services committee has revised the illustrative 
engagement letter for reviews of financial statements in SSARS no. 1, Compilation  
and Review o f Financial Statements, Appendix C. It clarifies the accountant’s 
responsibility for the internal control structure in a financial statement review.
The revision consists of the following sentence to follow the second sentence 
on services to be performed:
“A review does not contemplate obtaining an understanding of the internal 
control structure or assessing control risk, tests of accounting records and 
responses to inquiries by obtaining corroborating evidential matter, and certain 
other procedures ordinarily performed during an audit.”
This additional sentence will be incorporated in the next edition of 
Codification o f Statements on Standards for Accounting and Review Services.
The Accounting Profession in France (product number 010089) and The 
Accounting Profession in the Philippines (010110) are the latest in the professional 
accounting in foreign countries series. They describe the profession, accounting 
principles and auditing standards in the respective countries. Checklists are 
included that compare their principles and standards with those generally 
accepted in the U.S. Each booklet is priced at $22.50; $18.00 to members.
Financial Statement Preparation Manual is a looseleaf nonauthoritative working 
tool for accountants who find it helpful to use disclosure checklists and illustrative 
financial statements in their audit, compilation or review engagements. Available 
only to AICPA members, this subscription service includes updates through 
December 1989. The price is $80.
Compilation and Review (008036) provides practical help in such areas as 
engagement planning and administration, working papers, form and content of 
financial statements, and accountants’ reports. The price is $13.50; $10.80 to 
members.
Implementing Quality Control: Forms and Sample Document (008060) includes 
sample quality control documents for sole practitioners, two-partner and four- 
partner CPA firms. The price is $13.50; $10.80 to members.
The Bottom-Line: Inside Accounting Today (889435) by Grace Weinstein was 
written in conjunction with the Institute’s 100th anniversary. It is now available to 
members at the special price of $8.95 (originally published at $19.95).
The above publications can be obtained from the Institute’s order department: 
800/334-6961 (US); 800/248-0445 (NY). A shipping and handling charge is extra.
New Software 
Program and 
Enhanced Versions 
of APG and ATB 
Available
Engagement Manager (product no. 016901), a new software program for auditors, is 
the first on-site audit-specific project management program. It integrates, combines 
and analyzes project components, generates reports and provides a complete 
ongoing picture of an audit.
Audit Program Generator (APG) (016297) creates a variety of audit programs and 
checklists. Version 2.0 has over 40 enhancements. Accountant’s Trial Balance 
(ATB) (016314) creates trial balances, journals, lead schedules, analytical review 
work sheets and other work papers with greater ease and speed in version 2.0.
Prices for members are $196 for Engagement Manager, $236 for APG and $224 for 
ATB, through July 31. Upgrades for APG (016282) and ATB (016329) are $80. For 
further information, call 212/575-5412. To place an order, write to the AICPA Order 
Department, P.O. Box 1003, New York, New York 10108-1003, or call 800/334-6961 
(US); 800/248-0445 (NY).
New CPA Video 
Journal Available
Program no. 55, Report to the 1989 Spring Meeting of the AICPA Council, is 
available for $50 from the Institute’s order department. It discusses, recent 
developments on issues affecting the profession. These include congressional 
inquiries into the quality of audits, RICO, Section 89 reform, the new auditing 
standards communications program, tort reform and other areas of concern.
Please specify cassette and product number when ordering: 3/4" U-Matic 
(product no. 885735); 1/2" VHS (no. 888783) or 1/2" Beta (no. 886723). Write to the 
AICPA order department or call its toll-free number, 800/334-6961 (US); or in New 
York call 800/248-0445.
Institute Praised for 
Tax Penalty Reform 
Role
In a recent letter, Congressman J.J. Pickle (D-TX), chairman of the oversight 
subcommittee of the Ways and Means Committee, praised the AICPA’s tax division 
for its extensive efforts in helping to develop H.R. 2528, the “Improved Penalty 
Administration and Compliance Act” (IMPACT) now before Congress.
“Your contribution to this effort is deeply appreciated by the Oversight 
Subcommittee, and me personally. While there is still much to be done, you are to 
be commended for the part you have played in developing this package. IMPACT 
constitutes important penalty reform and will go far toward simplifying and 
improving tax administration in this area,” he stated.
In testifying before the subcommittee on June 6, AICPA representatives 
described the bill as “excellent,” but urged that a professional tax preparer not be 
penalized for signing a fully acceptable return where the taxpayer has disclosed a 
non-frivolous position that is subsequently found to be without basis.
NOTICE OF AICPA PUBLIC MEETINGS
Quality Review
An open meeting of the quality review executive committee will be held on July 24 at the Westin 
O’Hare Hotel in Chicago, starting at 8:00 a.m. The agenda has not yet been determined.
Accounting and Review Services
The accounting and review services committee will hold an open meeting in the AICPA Washington 
office on July 24, starting at 9:00 a.m. The agenda consists of discussion of the following:
A.M. — Compliance Reports in Connection with Review Engagements;
P.M. — Going Concerns and Uncertainties, Engagement Letters.
Changes from this notice will be reported by the meetings telephone information service.
The number is 212/575-5694.
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Washington Briefs Changes in Uniform Capitalization Rules — In Notice 89-67, the IRS outlines
forthcoming changes in the uniform capitalization rules to reflect 1988 changes in 
IRC section 263A. It discusses the modified resale method, now permitted, and the 
exemption of photographers’, authors’ and artists’ “qualified creative expenses.” It 
also clarifies several issues raised by previous notices.
Goldberg Nominated for IRS — As expected, Fred T. Goldberg, Jr., has been 
nominated by President Bush to serve as Commissioner of the IRS. A partner in 
Skadden, Arps, Slate, Meagher and Flom, Goldberg is a former chief counsel for the 
IRS and has served as Acting Director of the Legislation and Regulations Division.
SEC Issues MD&A Release — The SEC has published an interpretive release on 
Item 303 of Regulation SX, Management’s Discussion and Analysis o f Financial 
Condition and Results o f  Operations (see May 24 issue of the Federal Register). It 
sets forth the SEC’s interpretation and illustrative examples of MD&A disclosures to 
assist the registrant and its advisors in complying with Item 303’s disclosure 
requirements.
FDIC Proposes Minimum Audit Procedures — A proposed statement of policy by 
the FDIC identifying the recommended minimum auditing procedures that an 
external auditor should perform at each state nonmember bank appeared in the 
May 23 issue of the Federal Register. The proposal covers securities, loans, 
allowances for loan losses, insider transactions and internal controls. Appropriate 
testing is also discussed.
FHLBB to Require GAAP — The June 1 issue of the Federal Register carries a final 
statement of policy and rule affecting investment portfolio policy and accounting 
guidelines issued by the FHLBB. Securities activities of a federally insured 
institution must now be accounted for in accordance with GAAP, must be 
conducted in a safe and sound manner and must comply with an approved and 
documented investment policy and strategies.
Non-Proportionate Distributions — In Revenue Ruling 89-81, published in the June 
26 Internal Revenue Bulletin, the IRS holds that a designation by a regulated 
investment company to one class of shareholders of more than that class’ 
proportionate share of a particular type of income is not effective for federal tax 
purposes.
Cut-off Date Set for Pension Plans — In Notice 89-68, published in the June 26 
issue of the Internal Revenue Bulletin, the IRS stated that model amendments 
establishing cash-or-deferred arrangements for master and prototype profit-sharing 
plans may not be adopted after October 31, 1989.
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At its meeting on July 13-14, the AICPA board of directors:
□  Received reports on pending legal matters, including the status of the agreement 
with the FTC on commissions and contingent fees, and the FTC’s ongoing  
interest in the form of practice and ownership of accounting firms;
□  Received a report on a suit filed by five AICPA members in January 1988 to 
compel a reballot on the plan to restructure. Elements of the suit have been 
narrowed, and pretrial discovery is likely to begin in the fall;
□  Authorized broad distribution of a discussion memorandum, Issues and 
Solutions in Improving Federal Financial Management, prepared by a task force 
established to study the matter;
□  Received a status report from the Specialization Accreditation Board. The SAB is 
considering several additional categories of specialization;
□  Approved a statement of objectives which will establish the CPE executive 
committee as a policy-making body overseeing the business operations of the 
CPE division;
□  Urged that the National Association of State Boards of Accountancy (NASBA) 
consider comments received in connection with its proposed registry of CPE 
sponsors and indicated the Institute’s willingness to cooperate in that effort;
□  Endorsed final proposals of the Board of Examiners for changes in the Uniform 
CPA Examination including expansion of the use of free-response questions and 
grading for verbal skills. The proposals were recommended by NASBA. Also, 
authorized the appointment of a task force to study ways to test communication 
skills of candidates for entry into the profession;
□  Approved an action plan for expansion of support for recruiting entrants into the 
profession and seeing to it that college and university programs adequately 
prepare them for entry into the profession;
□  Approved an action plan to promote legislation requiring 150 hours of education, 
including a baccalaureate degree, as a prerequisite for sitting for the CPA 
examination;
□  Authorized Institute representation on the AAA Accounting Education Change 
Commission, formed to foster changes in academic preparation of accountants to 
improve their capabilities for successful careers in the profession;
□  Recommended to Council a budget for 1989-90 which shows a modest excess of 
revenues over expenses;
J. Thomas Higginbotham has joined the AICPA staff in Washington as Vice 
President-Legislative Affairs. In this capacity, he will direct the AICPA’s legislative 
activities, including formulation of strategy as well as implementation of the 
Institute’s political programs. He will report to B.Z. Lee, Deputy Chairman-Federal 
Affairs. Before joining the Institute staff, Higginbotham was senior vice 
president—govemment affairs for the Mellon Bank of Pittsburgh. Earlier he had 
served as counsel and legislative representative at the Consumer Bankers 
Association and as staff counsel for the American Bankers Association.
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Five Members 
Expelled; One 
Suspended
The following members have had their memberships terminated under the 
automatic provisions of the Institute’s bylaws:
□  Paul A. Bernier of Tempe, Arizona, on February 2 3 , 1989, based on the revocation 
of his CPA certificate by the North Dakota State Board of Accountancy for failing 
to comply with the state board’s continuing professional education requirements.
□  Ted Gregory McNea of Billings, Montana, on April 2 4 , 1989, based on his 
conviction, on his plea of guilty, of conspiracy to defraud the United States by 
impeding, impairing, obstructing and defeating the lawful governmental 
functions of the Internal Revenue Service.
□  Michael B. Marcus of Chicago, Illinois, on May 8 ,  1989, based on his conviction, 
on his plea of guilty, of paying an illegal gratuity, aiding and abetting.
□  Mark Anthony Caulo of New York City, on May 19 , 1989, following the 
revocation of his license to practice as a CPA by the New York State Department 
of Education, on recommendation of the New York State Board for Public 
Accountancy, for diverting funds to his personal use from a client without the 
client’s knowledge or consent.
□  Lawrence C. Penrose of Park City, Utah, on June 9 ,  1989, following his 
conviction, on his plea of guilty, in a U.S. district court of securities fraud and 
aiding and abetting.
The membership of James B. Frost of Ooltewah, Tennessee, was suspended on 
June 9 ,  1989, pending the appeal of his conviction in a U.S. district court of 
conspiring to bribe an officer of a FDIC-insured bank, of willfully and knowingly 
converting the bank’s funds and credits to his own use and of defrauding the 
United States and its agency, the FDIC, of their lawful governmental function of 
regulating banks.
PCPS Schedules 
TEAM Meetings
The private companies practice section of the division for CPA firms is planning 
all-day meetings at three locations directed to the interests of its smaller member 
firms — ten at most professionals (TEAM). The meetings are designed for 
participants to discuss, in small groups, various aspects of operating their practices 
and will be held in Los Angeles on September 11 and in Dallas October 30 and in 
the Washington, D.C. area.
This first series of TEAM meetings will deal with three broad areas:
□  Setting billing rates and fees, and developing techniques for prompt collection;
□  Creating marketing and practice development strategies for smaller firms;
□  Dealing with personnel problems and solving them.
Registration is $100 (prepaid). For further information, contact the AICPA 
meetings department, 212/575-6451.
Members Speak Up 
at Regional Forums
AICPA President Philip B. Chenok recently completed a series of member forums 
with local practitioners and a separate session with members in industry. These 
meetings provided him with opportunities to discuss professional issues and 
AICPA programs and services with members recommended by their state societies. 
Among the matters discussed were implementation of the plan to restructure 
professional standards, members’ public relations, marketing and CPE needs, as 
well as other issues of importance to the participants.
The regional meetings for local practitioners were held in Chicago, Denver and 
New York. The industry member forum was held in Washington, D.C. as a pilot 
program which will be expanded to additional sites next year.
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AICPA Supports 
McConnell Federal 
Liability Reform Bill
Senate Approves 
Modifications to 
Section 89
FASB to Propose 
Implementation 
Delay on Income 
Tax Standard
The Tort Lawsuit Reform Act, introduced in the Senate last month by Senator Mitch 
McConnell (R-KY) has received strong backing from the AICPA. The bill would 
abolish joint and several liability in all states in favor of several only (proportionate) 
liability.
“We endorse this bill because it addresses the unfair liability burden imposed 
on many parties, including CPAs, by the judicial system in today’s litigious 
society,” said B.Z. Lee, AICPA deputy chairman for federal affairs. “Senator 
McConnell’s proposed legislation will put fairness back into the nation’s tort 
system,” he said.
According to Robert Mednick, chairman of the Institute’s task force on legal 
liability, over half of the states have individually passed legislation to at least 
partially reform joint and several liability during the past two to three years. This 
has already had a positive effect on accountants’ legal liability.
For instance, one law firm that represents accountants recently noted that “the 
partial abolition of the joint and several liability rule has contributed significantly 
to settlements in a number of cases where negligence or fault of third parties was 
also involved.” Also, according to a law firm in another state, “we have seen 
dramatic impact in the settlement area . . . [since] the advent of tort reform. We 
have found that we can settle more cases more quickly and certainly more 
equitably.”
Under the doctrine of joint and several liability, a defendant can be found 100 
percent liable for the economic losses sustained by a plaintiff even though the 
defendant may be only one percent at fault. Last month’s legislative proposal stems 
from a coalition of business, professional and public service groups, including the 
AICPA, formed by Senator McConnell to address the critical state of the nation’s 
tort system.
The Senate has approved changes to section 89, drawn from legislation previously 
proposed by Senator Bentsen as modified by Senate Finance Committee members. 
Under this bill, the following new section 89 provisions were approved:
□  The nondiscrimination rules would not be imposed on firms with 20 or fewer 
employees until January 1 , 1991. Large firms would have until January 1 , 1990 to 
comply with these rules, as provided in S. 1185;
□  The qualification rules generally would not apply to any firms until three 
months after the Treasury Department issues regulations, but not later than 
January 1 , 1991. For firms with 20 employees or fewer, the delay could be as late 
as January 1 , 1992;
□  The penalty (excise tax) for lack of compliance would be phased from 10 to 34 
percent;
□  The definition of a highly compensated employee would be changed so that 
persons owning five percent or more of a firm would not be classified as highly 
compensated if that person earned less than $30,000 a year.
This bill now awaits a House-approved measure to which this legislation can 
be attached. A House budget reconciliation measure is expected by the end of July.
The Financial Accounting Standards Board has announced that it will propose at 
least a nine-month delay in implementing Statement no. 96, Accounting for Income 
Taxes, which is currently scheduled to be effective on January 1 , 1990, for calendar- 
year companies. The effective date to be proposed is September 1990 so that 
companies would not be required to follow Statement no. 96 until they issue 
interim financial statements for the fourth quarter of 1990. The board wishes to give 
further considerations to requests for modifications to the statement.
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Now Publications 
Available
APFS Examination 
Sites Announced
Implementing the Expectation Gap Auditing Standards (product no. 060680) is a 
compilation of articles from the Journal o f Accountancy from  April 1988 through 
January 1989 that were specially commissioned to provide insight into the new 
SASs and to address implementation questions. The articles anticipate practitioner 
questions about incorporating the standards into audits and provide practical 
advice. The price is $12.50; $10.00 to members.
Disclosure Supplement and Illustrative Financial Statements for  Oil and Gas 
Producing Companies (007974) is a nonauthoritative financial reporting practice 
aid and should be used in conjunction with Disclosure Checklists and Illustrative 
Financial Statements for Corporations. The price is $8.00; $6.40 to members.
Tax Research Techniques (Third Edition, Revised) (059409) is designed to aid tax 
advisers in the development of their research skills. It is based on four steps: the 
critical role of facts, the elusive nature of tax questions, locating and assessing 
appropriate authority, and communicating the findings. This edition updates 
examples and illustrations. The price is $24.50; $19.60 to members.
The three International Accounting Standards Committee documents mentioned in 
the June 5 CPA Letter are now available: IAS 29, Financial Reporting in 
Hyperinflationary Economies (036286) is $ 4.75, $3.80 to members; Framework for 
the Preparation and Presentation of Financial Statements (036604) is $4.75, $3.80 
to members; and the exposure draft (E34) of a proposed IASC statement,
Disclosures in the Financial Statements o f Banks and Similar Financial Institu­
tions (G00368) is free, upon written request. Comments are due by December 31.
The report of the monitoring committee on recommendations on audit quality 
(029314) summarizes the accomplishments of the governmental audit community 
in implementing the 25 recommendations made by the Task Force on the Quality of 
Audits of Governmental Units in 1987. Copies of the report are $8.00; $6.40 to 
members.
Copies of these publications are available from the AICPA order department, 
800/334-6961 (US), 800/248-0445 (NY). Shipping and handling charges are extra.
The Government Finance Officers Association (GFOA) has issued its Audit 
Management Handbook which is intended to assist governmental entities in 
selecting qualified auditors, obtaining timely, high-quality audits and getting 
maximum benefits from those audits. Copies are available from the GFOA, 180 
North Michigan Avenue, Chicago, Illinois 60601. The price is $12; $10 to GFOA 
members. Call 312/977-9700.
FASB Video Price Correction-Only those AICPA members who are associate 
members of the Financial Accounting Foundation, members of the AICPA’s 
Accounting Research Association or academicians are entitled to the 20 percent 
discount from the $30 list price of the FASB videotape on the exposure draft, 
Employers’ Accounting for Postretirement Benefits Other Than Pensions: (See June 
26 Letter). Copies are available from the FASB order department at 203/847-0700.
The next examination for members wishing to achieve the Accredited Personal 
Financial Specialist (APFS) designation from the Institute will be held on 
September 22 in Atlanta, Boston, Dallas, Denver, Houston, Los Angeles, Nashville, 
New York, San Francisco, Washington, D.C., and in Florida and Pennsylvania.
The APFS designation is the only formally recognized specialty granted by the 
Institute. To qualify, a member needs to meet six basic requirements including 250 
hours of personal financial planning experience in each of the preceding three 
years, passing the examination and supplying references from clients and other 
professionals. References are not required until the APFS exam has been passed.
For further information, write to the AICPA Accredited Specialist Designation 
Program, P.O. Box 1017, New York, New York 10108-1017, or call 212/575-3860.
The Quality Review Program Manual is a new AICPA subscription service designed 
to provide guidance to a firm as it prepares for the required quality review, and to 
identify the necessary information for firms that may wish to review other firms.
The manual includes the Standards for Performing and Reporting on Quality 
Reviews and discusses what may be expected for both on-site and off-site reviews.
It includes detailed explanations of standards, policies and procedures that are 
tailored to different types of engagements.
The price to AICPA members is $100 and includes updated material through 
May 31, 1990. For further information, call 212/575-6285; to order, write to AICPA, 
P.O. Box 1002, New York, New York 10109-1002.
At its June 21 meeting, the FASB tentatively agreed to exclude the following
financial instruments from the requirements of the proposed statement on
disclosures about financial instruments with off-balance-sheet risk:
□  Employers’ (plans’) obligations for pension benefits, postretirement health care 
and life insurance benefits, as well as employee stock option and stock purchase 
plans, employers’ obligations for compensated absences and other forms of 
deferred compensation;
□  Employers’ pension assets subject to the disclosure requirements of FASB 
Statement no. 87, Employers' Accounting for Pensions;
□  Lease contracts;
□  Unconditional purchase obligations subject to the disclosure requirements of 
FASB Statement no. 47, Disclosure of Long-Term Obligations; and
□  Insurance contracts other than investment contracts and financial guarantees.
The accounting and review services committee (ARSC) has invited comments on a 
potential new level of service below the compilation level for nonpublic entities 
that engage an accountant to provide services on unaudited financial statements. 
This service would permit accountants to submit interim financial statements to 
clients without reporting on them. These financial statements would contain such 
notations as departures from generally accepted accounting principles, including 
omission of disclosures. This service would not apply to year-end financial 
statements.
NOTICE OF AICPA PUBLIC MEETINGS
Personal Financial Planning — The personal financial planning executive committee will hold an 
open meeting on August 3 at the Hyatt Regency Hotel in Denver, starting at 1 p.m. It will review the 
proposed advisory statement, Conceptual Framework of the Personal Financial Planning Process 
(consider draft document for exposure).
Professional Ethics — An open meeting of the professional ethics executive committee will be held 
on September 8 at the Royal Orleans Hotel in New Orleans, starting at 9:30 a.m. The agenda follows:
□  Proposed Interpretation Providing Definition of Words and Phrases as Used in the AICPA Code of 
Professional Conduct (consider for adoption);
□  Proposed Ethics Ruling Under Rule 101 — Member on Advisory Board of Client (consider for 
adoption);
□  Ethics Rulings nos. 147 and 148 Under Rule 505 — Firm Designation (consider for deletion);
□  Proposed Deletion of Interpretation 201-4 — Definition of the Term Engagement as Used in Rule 
201, General Standards (consider for exposure).
Changes from these notices w ill be reported by the meetings telephone information service.
The number is 212/575-5694.
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Washington Briefs SEC May Propose Timely Review of Interims — The SEC has issued a concepts
release that seeks comments on whether the commission should propose a rule as 
to whether independent auditors should review interim financial data before a 
company files them with the SEC and whether the accountant’s report on this data 
should be included with the registrant’s Form 10-Q. Comments are due by 
September 25. (See the June 27 issue of the Federal Register.)
Employee Benefit Plan Paperwork — The SEC has issued a proposed rule that is 
intended to “reduce costs to registrants by eliminating the need to prepare and file 
separate documents for federal securities law purposes that duplicate information 
otherwise provided to plan participants, while assuring timely delivery of 
information necessary for participants to informed investment decisions.” (See June
20 issue of the Federal Register.) Comments are due by August 15.
Goldberg Approved for IRS — On June 23 the Senate confirmed the appointment 
of Fred T. Goldberg, Jr., as Commissioner of the Internal Revenue Service. A 
Washington lawyer with previous IRS experience, Goldberg will take over from 
Michael J. Murphy, who has been serving as acting commissioner.
Procedures on Delinquent Taxes — New procedures concerning who may owe 
delinquent taxes were announced in IR 89-77 as a result of the Taxpayer Bill of 
Rights. Copies of the release are available from the IRS at 202/566-4054.
FTC Inspector General Appointed — Frederick J. Zirkel, CPA, an AICPA member, 
has been appointed the first Inspector General of the Federal Trade Commission. He 
is responsible for conducting and supervising audits and investigations relating to 
the agency’s programs and operations. Zirkel has been the FTC’s Director of the 
Division of Budget and Finance and previously served as Deputy Controller for the 
Civil Aeronautics Board.
SEC Issues SAB no. 82 — Accounting for transfers of nonperforming assets by 
financial institutions, and disclosure of the impact of financial assistance from 
regulators is the subject of Staff Accounting Bulletin (SAB) no. 82 recently released 
by the SEC and appeared in the July 12 issue of the Federal Register.
GAO Extends Comment Period — The GAO has extended to August 31 the 
comment date on its exposure draft, Proposed Framework for  Establishing Federal 
Government Accounting Standards. Copies may be obtained from the Director, 
Accounting Principles and Standards, GAO, Room 6023, 441 G Street, N.W., 
Washington, D.C. 20548.
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The FASB has issued a revised exposure draft of a proposed statement, Disclosure 
o f Information about Financial Instruments with O ff-Balance-Sheet Risk and 
Financial Instruments with Concentrations o f Credit Risk.
The proposal would require companies with these financial instruments to 
disclose information about the face, contract or notional principal amount; the 
amount recognized in the balance sheet; the nature and terms of the instruments, 
including a discussion of credit, market and liquidity risk, and related accounting 
policies; the loss that would occur if any counterparty to the financial instrument 
failed to perform; and the company’s policy for requiring collateral or other security 
and a description of any collateral held. It would also require disclosure of 
information about significant concentrations of credit risk for all financial 
instruments. Comments are due by September 19.
Another exposure draft, Statement o f Cash Flows — Net Reporting o f Certain Cash 
Receipts and Cash Payments and Classification o f Cash Flows from  Hedging 
Transactions, would amend FASB Statement no. 95, Statement o f Cash Flows, for 
certain transactions of banks, savings institutions and credit unions.
These organizations would be permitted to report net cash receipts and 
payments in the statement of cash flows for deposits placed and withdrawn, time 
deposits accepted and repaid, and loans made and collected. The draft would also 
modify the classification of cash flows from certain hedging transactions.
Comments are due by September 25.
Single free copies of the drafts are available from: Order Department, FASB, 401 
Merritt 7, P.O. Box 5116, Norwalk, Connecticut 06856-5116.
The Financial Accounting Standards Board has appointed a task force on its project 
regarding impairment of long-lived physical assets, such as plant and equipment, 
and identifiable intangibles, such as patents and trademarks. Issues to be developed 
for a discussion memorandum include whether impairment of such assets should 
be recognized, what measurement criteria should be used, and in what periods. 
FASB member Victor H. Brown will serve as chairman.
A task force has been created to assist the FASB in all aspects of its interest method 
project. It will address the use in accounting measurements of present value; 
related measurement techniques based on interest; when interest methods should 
be used; and, if used, how these methods should apply. The first stage will include 
a discussion memorandum. FASB member Robert J. Swieringa is chairman.
Another task force has been selected to work with the FASB on a project which 
addresses accounting and reporting by not-for-profit organizations. The project is 
expected to develop broad standards that will aid in resolving recognition, 
measurement and disclosure issues raised by inconsistent practice and guidance 
that have developed in accounting for contributions. FASB member Raymond C. 
Lauver will act as chairman of the group.
The task force on the FASB’s project on consolidations has been reactivated to 
address the remaining issues under consideration. Chairman of the task force is 
David Mosso, the FASB assistant director of research and technical activities.
After considering the recommendations of the National Commission on Fraudulent 
Financial Reporting (Treadway Commission), three “public” members were 
appointed to the planning committee of the Auditing Standards Board.
Consisting of seven members, the primary responsibility of the committee is to 
establish the agenda and monitor the progress of ASB projects. This includes not 
only monitoring whether the ASB is responsive to issues of the auditing profession, 
but to the public (users) needs as well. The three public members are Barbara 
Hackman Franklin, a former AICPA board member and audit committee member of 
6 major corporations; Larry P. Scriggins, a Baltimore attorney specializing in 
corporate and securities law; and Stephen A. Zeff, a former president of the AAA 
and a professor of accounting at Rice University.
Year-end Tax Aids Several AICPA-prepared year-end tax planning materials are now available for CPAs 
for Clients Available to use with their clients or general audiences:
□  18 Tax-Saving Tips for 1989 (product no. 889524) — This two-color, eight-page 
brochure outlines 18 tax tips. It includes a chart of 1989 tax brackets, as well as a 
list of some of the major changes in this year’s tax laws. Price is $12 per 100.
□  Setting the Stage for Your 1989 Taxes: A Year-end Tax Planning Guide (889510)
— A slide presentation for CPAs to deliver to general audiences, this aid has 42 
color slides and comes with a related script. Topics covered range from 
retirement plans to itemized deductions for individuals. The price is $125 for the 
first set, $65 for each additional; $100 and $52 for members (no returns).
□  Tax-Trimming Tips for 1989 (890659) — This 25- to 30-minute speech is 
designed for CPAs to give before general audiences. It offers an overview of what 
it means to “defer/accelerate income and deductions,” as well as an outline of 
some basic year-end, tax-saving strategies. Members may order copies at $3 each 
(prepaid) from the AICPA, or from their state societies.
To order the above materials, write to the AICPA, P.O. Box 10036, New York, New
York 10108-1036, or call 800/334-6961 (US), 800/248-0445 (NY).
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One way CPAs can keep up with the rapidly changing times is to attend the AICPA 
annual meeting at the Marriott Rivercenter in San Antonio on September 24-27.
Nationally known speakers such as Senator Howard Baker, Zbigniew 
Brzezinski and Lester Thurow will focus on the impact of the changing economic 
and political environment on the nation’s business.
Concurrent sessions are designed to provide in-depth professional 
development in such areas as accounting, auditing, tax, MAS, computerization and 
industry matters. They will be led by experts in the particular fields who will share 
their knowledge of the most current practices and update participants.
A festive social program is planned including a Texas barbecue at the opening 
reception and an evening at LaVillita, the site of San Antonio.s original settlement. 
There will be a variety of optional events which will also permit members to 
further savor the flavor of both Mexico and the Southwest.
The registration fee is $400 for this exciting event and includes all conference 
sessions, continental breakfasts, luncheons, and opening and Tuesday receptions.
For a copy of the full program or additional information, contact the AICPA 
meetings and travel division at 212/575-6451.
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Auditors’ Reports in Audits o f State and Local Governmental Units (product no. 
014836) is the title of Statement of Position 89-6 which amends the AICPA audit 
and accounting guide, Audits of State and Local Governments. The new guidance 
supersedes examples 1 through 20 in Appendix A of the guide.
The amendments in this statement of position reflect the changes required by 
Statements on Auditing Standards no. 58, Reports on Audited Financial 
Statements, no. 62, Special Reports, and no. 63, Com pliance Auditing A pplicable  
to Governmental Entities and Other Recipients o f Governmental Financial 
Assistance. SAS no. 63 contains a description of the scope of the auditor’s 
consideration of the internal control structure based on SAS no. 55, Consideration  
of the Internal Control Structure in a Financial Statement Audit. This description 
should not be used if the auditor has not implemented the provisions of SAS no.
55. SOP 89-6 illustrates appropriate reporting language to use when the auditor has 
not yet implemented SAS no. 55.
Copies are available from the AICPA order department 800/334-6961 (US); 
800/248-0445 (NY) at $2.75 ($2.20 to members). Shipping and handling is extra.
At its recent meeting, the auditing standards board took the following actions:
□  Reviewed an issues paper on the use of confirmations in a financial statement 
audit and agreed to develop a proposed new statement on auditing standards 
(SAS) that contains guidance which would:
• Reaffirm confirmation of accounts receivable in all audits unless the auditor is 
able to justify not using confirmation procedures for the related assertions;
• Include a description of when the use of negative confirmation procedures is 
appropriate;
• Describe when the use of alternative procedures, as a substitute for using 
confirmations, is appropriate.
□  Reviewed a paper on issues in the proposed revision to SAS no. 44, 
Special-Purpose Reports on Internal Accounting Control at Service 
Organizations. The board agreed to develop a proposed SAS that states that the 
service center auditor can provide the user auditor with the following:
• Information for the user auditor’s required understanding of the internal 
control structure;
• Evidence about the operating effectiveness of internal control structure 
policies and procedures;
• Results of substantive procedures applied to transactions or balances processed 
at the service center;
• Evidence about tests of compliance with specific laws and regulations.
Starting in May 1994, CPA candidates will be faced with a revamped examination. 
The examination is being restructured to measure a candidate’s knowledge more 
accurately in a shorter period of time. Also, for the first time, hand-held calculators 
will be permitted and answers to selected essay questions will be graded for 
communication skills.
Divided into four sections, the first part of the examination will cover generally 
accepted accounting principles for businesses, and the second section will include 
accounting concepts relating to managerial, not-for-profit and governmental 
accounting, and tax. The third section will deal with auditing, and the fourth will 
test knowledge of business law and professional responsibilities.
At least 20 percent of three sections of the exam will call for free-response 
answers and will be graded for communication skills as well as content.
Eleven states have been designated Honor Roll States for the May 1989 examination, 
in that the passing percentage of their candidates was higher than the national 
average. They are: Arizona, California, Colorado, Florida, Illinois, Iowa, Minnesota, 
Montana, Texas, Washington and Wisconsin.
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On August 9, President Bush signed into law a long-awaited bill to deal with the 
nation’s savings and loan crisis. The new law will “put in place permanent reform,” 
he said. In its finally amended form, the bill satisfactorily addressed the stated 
concerns of the profession, according to B.Z. Lee, AICPA deputy chairman for 
Washington affairs.
Among the proposals satisfactorily dealt with were expansion of federal 
regulation of audits and auditors of depository institutions, a recommended 
limitation on legal defenses of these auditors, inclusion of the auditor as an 
“institution-related party” for enforcement purposes, certain acts as “predicates” for 
prosecution under RICO, and automatic extension of suspension provisions to the 
entire firm.
The AICPA Washington staff is reviewing this 1,3 71-page legislation and will 
analyze its major provisions for future publication in the Journal o f Accountancy.
The professional ethics division has issued an exposure draft containing three 
proposed rulings and two proposed interpretations. They are:
□  Meaning of the Period of a Professional Engagement (proposed ruling under Rule 
101);
□  Audits, Reviews, or Compilations and a Lack of Independence (proposed ruling 
under Rule 101);
□  Member Joining Client Credit Union (proposed ruling under Rule 101);
□  Confidential Information and the Purchase, Sale or Merger of a Practice 
(proposed interpretation under Rule 301); and
□  Independence and Attest Engagements (proposed interpretation under Rule 101).
Comments are due by November 17, and copies are available upon written 
request to the AICPA order department. Ask for product no. G00326.
Under the automatic provisions of the AICPA bylaws, the membership of Cloyd 
O’Neil Rasmussen of Salt Lake City, Utah, was terminated on April 2 5 , 1989, based 
on the revocation of his license by the Utah Committee for Public Accountancy.
The revocation resulted from his auditing financial statements which contained 
false and misleading information which he failed to correct or clarify so that they 
would not be misleading, and for other conduct which the Committee concluded 
was discreditable to the public accountancy profession.
Fifteen students from coast to coast, who have applied for doctoral programs in 
accounting with the intention of pursuing academic careers in accounting, have 
each received a $5,000 grant from the AICPA to encourage them to enter and 
complete these programs. The awards are renewable for three years.
Upon reaching the dissertation stage, after completion of the course work, 
recipients may apply for funding under the AICPA Grants-In-Aid Program.
Nineteen other doctoral candidates have received renewals of their grants.
For information on this program, write to the relations with educators division 
at the AICPA’s New York office.
The next entrance date for eligible CPAs to begin or increase coverage in the CPA 
Plan (for individuals) or the Group Insurance Plan (for firms) is October 1.
A variety of term life insurance amounts, with an equal amount of accidental 
death and dismemberment coverage, is available under the CPA Plan. Similar 
benefits are provided under the Group Insurance Plan, which has maximum limits 
of $200,000, $100,000 and $50,000, depending on the schedule elected.
For further information, contact the plan agent: Rollins Burdick Hunter Co.,
605 Third Avenue, New York, New York 10158 (800/223-7473; in New York, call 
collect 212/973-6200).
At its recent meeting, the AICPA’s professional ethics executive committee:
□  Adopted four new Interpretations (applicability section, conflicts of interest, 
disclosure of confidential client information, failure to follow regulatory 
requirements), and revisions to two others (former practitioners and 
independence, independence and attest engagements);
□  Adopted one new Ethics Ruling (use of nonindependent CPA firm) and revisions 
to three others (financial interest in common interest realty associations, 
revealing names of clients, publications prepared by others);
□  Approved deletion of four Ethics Rulings and two Interpretations (Ruling no. 127 
under Rule 504-State Controller; Ruling no. 132 under Rule 504-Tax Practice: 
Conflict of Interests; Ruling no. 86 under Rule 502-Paid for by Others, Name and 
Client Ads; Ruling no. 4 under Rule 301-Prior Client Relationships;
Interpretation 502-1 under Rule 502-Informational Advertising; Interpretation 
301-1 under Rule 301-Confidential Information and Technical Standards);
□  Revised and agreed to reexpose a proposed Ethics Interpretation under Rule 101
— Independence and Attest Engagements.
NOTICE OF AICPA PUBLIC MEETINGS
Accounting and Review Services — An open meeting of the accounting and review services committee 
will be held on September 7-8 in the AICPA boardroom, New York, starting at 9:00 a.m.
The purpose of the meeting is to hear views on a proposed level of service that would permit 
practitioners to compile interim financial statements for nonpublic companies without reporting on 
them. Those attending the meeting on September 7 will each have ten minutes in which to present their 
views.
Accounting Standards—An open meeting of the accounting standards executive committee will be held 
on September 12 at the FASB offices in Norwalk, Connecticut, and on September 13-14 in the AICPA 
boardroom in New York City. The agenda is:
□  September 12 — Application of FASB Statements, APBs and ARBs to Not-for-profit Organizations 
(SOP) (discussion of preliminary draft); Consolidations and Combinations Involving Not-for-profit 
Organizations (SOP) (discussion of preliminary draft); Joint Meeting with FASB (discuss matters of 
mutual interest);
□  September 13 — Savings and Loan Associations Audit and Accounting Guide (consider draft for 
exposure); Characteristics Distinguishing Investment Activities (SOP) (consider draft for exposure); 
Participating Mortgages IP (discussion of preliminary draft);
□  September 14 — Computer Software Revenue (SOP) (consider draft for exposure); Implementation of 
FASB Statements 95, 96 and 97 for Insurance Companies (consider draft for publication); Reinsurance 
Transfer of Risk (consider draft SOP for exposure).
Auditing Standards — The auditing standards board will hold an open meeting in San Antonio at the 
Marriott Rivercenter on September 20-22, starting at 9:00 a.m. The agenda follows:
□  September 20 — Use of Confirmations and Use of Internal Audit (discussion of proposed new SASs);
□  September 21 — Revision to SAS no. 44 (discussion of proposed new SAS to supersede Special 
Purpose Reports on Internal Accounting Control at Service Organizations); and Proposed SOP on 
Forecasts and Projection Guide (discussion);
□  September 22 — (to be determined).
Quality Review—An open meeting of the quality review executive committee will be held on September 
11-12 in Charleston, South Carolina, at the Sheraton Charleston Hotel, starting at 8:00 a.m. The agenda 
will consist of discussion of the following topics: Due Process Procedures, Reducing Quality Control 
Costs, Oversight of State CPA Societies, AICPA Administration Fees and AICPA/NASBA Quality Review 
Oversight Board.
Ethics Meeting 
Highlights
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Washington Briefs Support Increases for RICO Reform — Most Congressional participants in the 
recent hearings on the need for reform of the civil litigation provisions of RICO 
have concluded that there is a clear need to enact a civil RICO reform bill soon. It is 
expected that the legislative process will advance in both Houses this fall.
The AICPA strongly supports and compliments the efforts of Congressman Rick 
Boucher (D-VA) and Senator Dennis DeConcini (D-AZ) to bring about this much- 
needed reform.
Comments Sought on IRS Communications and Ethics — The tax division’s IRS 
communications task force seeks examples of IRS letters and notices that don’t 
“communicate.” These include cases where breakdowns of amounts owed are not 
given, the problem is not properly explained, or the communication doesn’t seem 
to make sense. The IRS would like to receive examples of unethical behavior of 
employees for a proposed ethical awareness CPE course. Send examples to Edward 
S. Karl, AICPA, 1455 Pennsylvania Avenue, NW, Washington, DC 20004.
Senate Approves Ban on Section 89 Enforcement — The Senate approved a one- 
year ban on enforcement of Section 89 by the IRS of nondiscrimination rules for 
employee benefits. It was included in the 1990 Treasury appropriations bill, which 
was passed just before the Senate recessed until September. A similar, but more 
broadly written, measure was included in the House-passed appropriations bill.
The House is expected to adopt the Senate’s clarifying language in conference.
Pension Plan Hearing — The AICPA testified before the House Government 
Operations Subcommittee on Employment and Housing on August 2. In his 
testimony; Andrew J. Capelli, chairman of the AICPA employee benefit plans 
committee, emphasized that audits “are not designed to assure compliance with 
regulatory requirements” and that it is the responsibility of the plan administrators, 
the IRS and DOL to assure compliance with ERISA’s provisions.
IRS Guidance Issued on Allocation of Interest Expenses — The allocation and 
apportionment of interest expense for purposes of the foreign tax credit rules and 
certain other international tax provisions are the subjects of temporary and 
proposed regulations issued by the IRS (see the August 2 issue of the Federal 
Register). The rules also concern the treatment of financial products that alter 
effective interest expense.
SEC Chairman Nominated — President Bush has nominated Richard C. Breeden as 
chairman of the SEC, replacing David S. Ruder, who is resigning. Mr. Breeden was 
the President’s troubleshooter in the S&L crisis and is a securities lawyer.
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At its meeting on August 30-31, the AICPA board of directors took the following 
actions:
□  Agreed to simplify the reporting of CPE under the Plan to Restructure 
Professional Standards through a checkoff on the dues bill. Council will be 
asked to modify its bylaw-implementing resolution accordingly;
□  Received reports on current issues from the president of the American 
Accounting Association and from the immediate past president of the Financial 
Accounting Foundation;
□  Approved for discussion with state societies an issues paper outlining an 
approach for the Institute’s Quality Assurance Review Program to qualify for 
state board positive enforcement program purposes;
□  Authorized the life insurance/disability plans committee to increase limits 
available to qualified members under the CPA Plan from $500,000 to $750,000;
□  When a state investigating a complaint materially departs from its agreement 
with the Institute for joint ethics enforcement, the professional ethics executive 
committee has been authorized to condition further Institute participation on 
the state’s agreeing that future investigations will be conducted by the AICPA. 
Thirteen states now have arrangements whereby the AICPA conducts all 
investigations and seeks the state’s concurrence when the investigation is 
completed.
The International Federation of Accountants has issued an International Statement 
on Auditing, The Relationship Between Bank Supervisors and External Auditors. 
The statement examines the essential features of the roles of supervisors and 
external auditors of banks with a view to clarifying the precise nature of their 
interest in the conduct of banks’ financial affairs.
Copies are available at $2.50; $2.00 to members (plus shipping and handling 
charges) from the AICPA order department, 800/334-6961 (US) or 800/248-0445 
(NY). Please specify product no. 019435 when ordering.
Engagements to Perform Agreed-Upon Procedures (product no. G00358) is the title 
of Exposure Draft 32, intended to become the third in the Related Services series of 
guidelines from the International Auditing Practices Committee.
It includes a description of the basic principles and procedures to be followed 
when an auditor undertakes to perform agreed-upon procedures. The procedures 
that may be performed include inquiry and analysis, recomputation, observation, 
inspection and obtaining confirmations. Illustrative examples are provided. The 
exposure draft is directed toward engagements involving financial information but 
could be adapted to cover engagements involving nonfinancial information, 
provided that the auditor has adequate knowledge of the subject matter. Comments 
are due by December 31.
Copies of the exposure draft (product no. G00358) are available, upon written 
request, from the AICPA order department.
Upcoming
Conferences
The 1989 National Governmental Training Program will be held on October 23-25 
at the Westin Canal Palace in New Orleans and is cosponsored by the Society of 
Louisiana CPAs. A series of concurrent sessions is designed to help ensure the 
efficiency and quality of governmental accounting, auditing and financial 
reporting. The registration fee is $595 and recommended CPE credit is 24 hours.
Two presentations of The CPA’s Role in Litigation Support Services will show how 
these services can be incorporated into a CPA’s practice. The first presentation will 
be held on October 26-27 at the Hyatt Regency O’Hare Hotel in Chicago 
(cosponsored by the Illinois Society of CPAs), and the second is at the PGA 
Sheraton Resort in Palm Beach, Florida, on December 7-8 (cosponsored by the 
Florida Institute of CPAs). Registration fee is $495; recommended CPE credit 16 hours.
The National AICPA Conference on Banking is set for November 9-10 at the Grand 
Hyatt Hotel in Washington, D.C. Among the topics to be discussed at general and 
panel sessions are the new risk-based capital requirements, legislative update, tax 
planning and recent FASB statements. The registration fee is $475; recommended 
CPE credit is 16 hours.
The National Conference on Federal Taxes, cosponsored by the D.C. Institute of 
CPAs, will be held on November 13-14 at the Grand Hyatt Hotel in Washington, DC. 
The purpose of the program is to familiarize participants with tax developments in 
1989. The registration fee is $495; recommended CPE credit is 16 hours.
The Firm Administrator of the 1990s is the title of a conference scheduled for 
November 16-17 in Orlando. The objective of the conference is to provide firm 
administrators and managing partners with the opportunity to solve real problems 
in administration. Registration fee is $435; recommended CPE credit is 16 hours.
Securities Industry Management in the 1990s will be held on November 29-30 at 
the Vista International Hotel in New York City. This conference, cosponsored by the 
AICPA, the Foundation for Accounting Education of the New York State Society of 
CPAs and the Securities Industry Association, is designed to meet the needs of CPA 
practitioners, and financial and accounting managers in the securities industry. It 
will include both general sessions and panel discussions. The registration fee is 
$495; recommended CPE credit is 12 hours.
For further information on the above conferences, contact the AICPA meetings and 
travel division at 212/575-6451.
The International Federation of Accountants and the International Consortium on 
Governmental Financial Management are sponsoring their sixth conference, which 
is titled Performance and Management of Government. It will be held in Reston, 
Virginia, on October 12-14. The registration fee since September 1 is $525 for 
members of the AICPA; recommended CPE credit is up to 20 hours.
For further information, contact the IFAC at 212/486-2446.
Retirement Plan 
Filing of Form 5500 
Is Past Due
The AICPA sponsors a program through which CPA firms may offer several 
retirement options to their personnel. The plans are administered by MONY.
Participating firms are reminded that the filing date for Form 5500 for the 
plans was July 31. There is a penalty for failure to file this information. A packet of 
sample completed forms and instructions was mailed to participating firms in June 
by MONY Financial Services. Participating firms that did not receive the packet 
should call MONY at 800/MONY-800.
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FASB Seeks 
Comments on 
Not-for-Profit 
Organization 
Financials
GASB Exposes 
Revised Draft on 
Measurement Focus
A Reminder That 
AICPA Members 
Must Meet CPE 
Requirements
SECPS Membership 
Ballot Set
The Financial Accounting Standards Board has issued an invitation to comment on 
Financial Reporting by Not-for-Profit Organizations: Form and Content of 
Financial Statements. This project was undertaken because of concerns that current 
financial reporting guidance provides inconsistent recommendations in this area.
Issues that are known to exist are identified, recognizing that there may be 
additional ones. Major issues in the invitation to comment include determining
□  What basic financial statements should be required parts of a full set of financial 
statements; and
□  What should be the form and content of each required financial statement.
Most of the document consists of an AICPA task force report, Display in the 
Financial Statements of Not-for-Profit Organizations, which includes illustrative 
statements and advisory conclusions. Written comments are requested by February 
5 , 1990, at the FASB. Single free copies are available from the Order Department, 
FASB, 401 Merritt 7, P.O. Box 5116, Norwalk, Connecticut 06856-5116.
A revised exposure draft of Measurement Focus and Basis of Accounting — 
Governmental Fund Operating Statements has been issued by the GASB.
Comments are due by November 13. Like the previous proposal, issued in 1987, this 
draft would require governments to recognize governmental fund revenues and 
expenditures on an accrual basis, but makes several changes:
□  The exposure draft does not propose standards for governmental fund balance 
sheets, which are being addressed in the board’s financial reporting project;
□  Two criteria have been added to the original draft for recognition of tax revenue-
•  Taxes must be due on or before the end of the period in which they would be 
recognized, and
•  The taxes are acknowledged by the taxpayer or affirmed by the government 
before the financial statements are issued.
The proposed effective date of the draft statement is for periods beginning after 
June 15, 1993, in order to resolve some outstanding issues. For copies write to the 
GASB Order Department, 401 Merritt 7, P.O. Box 5116, Norwalk, Connecticut 
06856-5116.
Effective January 1 , 1990, as part of the Plan to Restructure Professional Standards, 
there will be new continuing professional education (CPE) requirements for 
membership in the AICPA. They apply to all members except those who have 
retired. The provisions are as follows:
□  Members in public practice will be required to complete 120 hours of CPE for 
each three-year reporting period, with a minimum of 20 hours each year, 
beginning with the 1990 calendar year.
□  Members not in public practice will be required to
•  Complete 60 hours of CPE during the first three-year reporting period, with a 
minimum of 10 hours each year, beginning with the 1990 calendar year;
•  Complete 90 hours of CPE during subsequent three-year reporting periods, 
with a minimum of 15 hours each year, beginning with the 1993 calendar year.
For further information, contact Joseph Bentz at the AICPA, 212/575-3697.
Starting in November, AICPA members will vote on a proposed bylaw amendment 
which would state that members practicing public accounting with a firm that 
audits one or more SEC clients can retain their membership in the Institute only if 
the firm is a member of the SEC Practice Section.
This referendum has been endorsed by the Institute’s Council. To date, 38 state 
CPA societies, the Financial Executives Institute and the National Association of 
Accountants have indicated their support for the initiative. Brochures describing 
this proposal will be mailed with the October issue of the Journal of Accountancy. 
Also, see Vice Chairman Charles Kaiser’s article in the August issue of the Journal.
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AICPA Disciplinary 
Actions
AICPA Gets Kudos 
for Communications
Literature Award 
Announced
At Trial Board hearings held on June 13 , 1989, under the Joint Ethics Enforcement 
Program, the following actions were taken:
□  Reinhard Mueller of Las Vegas, Nevada, was expelled from membership in the 
AICPA for failing to cooperate with the Institute’s professional ethics division in 
its attempt to investigate his alleged part in a sale of unregistered securities and 
filing false and misleading financial reports in violation of the Institute’s Code of 
Professional Ethics. Mr. Mueller was not present at the hearing.
□  James M. Graif of San Diego, California, was found guilty of violating the AICPA 
Code o f Professional Ethics by not complying with applicable generally accepted 
auditing standards and by expressing an opinion that client financial statements 
conformed with generally accepted accounting principles when they contained 
material departures from them. He was admonished and required to complete 
specified CPE courses within one year and to submit to the panel for review, 
working papers in connection with an audit or, if no audits are performed within 
the year, a compilation or review. Failure to comply will result in automatic 
suspension from AICPA membership for two years.
The respondent, who was present at the hearing, did not request a review of 
the decision which, therefore, became effective on July 13 , 1989.
The membership of Cecil R. Whitlock of Bremerton, Washington, was suspended on 
August 1 , 1989, based on the suspension of his CPA certificate by the Washington 
State Board of Accountancy for the period from August 1 , 1989, to April 3 0 , 1990 
and after that date, until such time as he shall reimburse the Board for all costs 
associated with its investigation and proceedings. The Board found that Mr. 
Whitlock had prepared for himself an unauthorized W-2 form representing himself 
to be an employee of a company when he was not an employee, and had issued a 
review report on financial statements for the same company for a period during 
which he sold property to the owner of the company and was personally carrying 
the contracts.
The International Association of Business Communicators (New York Chapter) has 
presented the Institute with two awards:
□  Money Management Columns received an award for outstanding achievement in 
writing. These columns are an Institute-prepared series of weekly articles on 
taxes and personal financial planning directed to general audiences for 
placement by state societies in local publications. These articles currently 
appear in more than 1,300 newspapers in 39 states.
□  The overall communications campaign for the division for CPA firms received an 
award for excellence in the area of identity programs.
Also, Fortune magazine granted the Institute an award for the ad, Taxes Made 
Simple, that appeared in its March 13 issue. This ad received the highest readership 
rate for dollars spent. The advertisement is part of a series of six that have been 
appearing in national business and general-readership publications since the 
summer of 1988.
Mark A. Wolfson received the 22nd award from the AAA/AICPA for Notable 
Contributions to Accounting Literature at the annual meeting of the American 
Accounting Association in Honolulu on August 15. Mr. Wolfson, Joseph McDonald 
Professor of Accounting at Stanford University, was recognized for his article, 
“Empirical Evidence of Incentive Problems and Their Mitigation in Oil and Gas 
Shelter Programs”, published in Principals and Agents: The Structure o f Business.
The award, consisting of a medallion and $5,000, was presented by AICPA Vice 
President -  Education Rick Elam.
AICPA Umbrella More than $10 billion of insurance coverage is now in force for AICPA members 
Coverage Balloons who are participating in the AICPA Personal Liability Umbrella Security Plan
(PLUS). The coverage for this plan, which was introduced late last year, is provided 
by Prudential Property and Casualty Insurance Company. Features of the plan 
include:
□  Coverage amounts from $1 million to $5 million;
□  Economical group rates. Built-in economy of scale offers each additional million 
dollars of coverage at progressively less cost;
□  Open enrollment. Notify the plan administrator approximately 30 days before 
you would like coverage to start. It will become effective on the first day of any 
future month you select.
For further information, contact the plan administrator: Rollins Burdick 
Hunter, 605 Third Avenue, New York, New York 10158, or call 800/221-3021 (US); 
212/973-6200, collect (NY). Ask for extension series 220.
Recent Publications The Accounting Profession in Argentina (010125) — The eleventh in the series on 
professional accounting in foreign countries, this booklet describes the accounting 
profession in Argentina, accounting and auditing standards, and includes 
checklists comparing them with those generally accepted in the U.S. The price is 
$25.00; $20.00 to members.
Financial Report Survey: Illustrations of Quasi-Reorganizations (product no. 
037984) — This is a survey of the application of authoritative literature cited in a 
recently released issues paper by the accounting standards division. The price is 
$21.00; $16.80 to members.
The above publications are available from the AICPA’s order department. Call 
800/334-6961 (US); 800/248-0445 (NY).
The AICPA’s examinations division is seeking CPAs and JDs to assist in the grading 
of the November 1989 Uniform CPA Examination (November 1-3).
The grading period begins two to three weeks after the exam is given and 
continues for about six weeks. Graders must provide a minimum of three seven- 
hour days each week, excluding Sundays. For further information, write to the 
examinations division at the AICPA, or call 212/575-3872.
To ensure uninterrupted service, the Institute urges members who have changed 
their business/mail addresses, or business affiliation, to notify the AICPA’s 
membership records department, in writing, of these changes as soon as possible. 
Only in this way can you be assured that publications and general mailings will 
reach you promptly.
NOTICE OF AICPA PUBLIC MEETING
Federal Taxation — The federal taxation executive committee will hold an open meeting in the AICPA 
Washington office on September 18-19, starting at 9:00 a.m. Included on the agenda are a task force report 
on Quality Control Guidelines for Tax Practice (September 18); a subcommittee report on Recommend­
ations on Responsibilities in Tax Practice; and publication will be considered for draft tax study 
documents on Value Added Tax, and on Nonbusiness Allowances: Deduction or Credit (September 19).
Management Advisory Services — An open meeting of the management advisory services executive 
committee will be held on October 12 in the AICPA boardroom, New York, starting at 10 a.m. The meeting 
will be devoted to a preliminary discussion of possible revisions to the existing statements on standards 
for MAS.
Graders Wanted 
for November 
CPA Exam
Moved? Let Us 
Know!
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Washington Briefs HUD Guides Available — HUD/OIG guides can be obtained from the Government 
Printing Office. They are: HUD Handbook IG 4000.3 REV-2, a guide for audits of 
HUD-approved non-supervised mortgages, loan correspondents and coinsuring 
mortgages (stock no. 023-000-00718-5) priced at $2.50; HUD Handbook IG 4372.1 
REV, a guide for audits of mortgagors having HUD-insured or secretary-held 
multifamily mortgages (023-000-00726-6) priced at $2.75; and HUD Handbook IG 
4200.1A, an audit guide for development costs of HUD-insured multifamily projects 
(023-000-00728-2) priced at $2.25. Write to the Superintendent of Documents, GPO, 
Washington, D.C. 20402 or call 202/783-3238 for credit card orders.
SEC Seeks Accounting Fellows — The SEC is now accepting applications for 
Professional Accounting Fellows in the chief accountant’s office for appointment in 
early 1990. These two-year appointments require Fellows to have at least six years 
of experience in a public accounting firm or a similar background in financial 
accounting and reporting. Applications are due by December 31. For further 
information, write to the Office of the Chief Accountant, SEC, 450 Fifth Street,
N.W., Washington, D.C. 20549.
IRS Issues Comfort Letter Announcements — In Announcement 89-104, the IRS 
postponed the effective date of Revenue Procedure 89-34, regarding restrictions on 
private letter rulings, to February 5 ,  1990. The IRS “wishes to raise for public 
consideration a number of further possible changes to the private letter rulings 
process which the Service might adopt as modifications to Revenue Procedure 
89-34.” Comments are due by December 14 and should be sent to Kenneth Klein, 
Room 3527, IRS, 1111 Constitution Avenue, N.W., Washington, D.C. 20224.
Announcement 89-105 answers commonly asked questions about Rev. Proc. 
89-34, including how the new procedures are to be administered. Both 
announcements were published in IR Bulletin 1989-35, August 2 8 , 1989.
SEC Issues Two New SABs — Staff Accounting Bulletin nos. 83 and 84 appeared in 
the August 8 issue of the Federal Register. SAB no. 83 revises staff guidance on 
computation of earnings per share and the registrant’s responsibility to determine 
whether compensation expense must be recognized when dilutive securities are 
issued below the estimated IPO price (cheap stock). SAB no. 84 discusses issues 
regarding accounting in consolidation for issuances of a subsidiary’s stock that 
cause changes in the parent’s ownership percentage in the subsidiary.
Advance 1040s Available — Proofs of advance copies of Form 1040 and 1040A, as of 
August 15, can be obtained by writing to the IRS, P.O. Box 25866, Richmond, 
Virginia 23289.
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AICPA Urges Federal 
Financial Reform
Chenok To Continue 
as AICPA President
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The AICPA has made four basic recommendations to improve the information and 
data provided on the federal government’s financial condition and results of its 
operations. In a discussion document made available to the Bush administration, 
members of Congress, major business groups and the public, the Institute has 
suggested that the federal government take the following actions:
□  Establish by legislation the independent position of Chief Financial Officer of 
the United States who would be responsible for reporting annually on the fiscal 
and financial management of the U.S. “A governmentwide CFO and 
departmental controllers are essential for improvement of federal financial 
systems and strengthening of management controls,” according to the report.
□  Establish a uniform system of financial accounting and reporting principles and 
standards that will be used consistently throughout the federal government. The 
document states that “a Presidential Commission should be established to 
recommend an appropriate mechanism by which accounting and reporting 
practices and procedures are established in the future.”
□  Issue annual financial statements at the departmental level and governmentwide 
in a complete, consistent, reliable and timely manner. “The AICPA believes that 
all taxpayers are entitled to a comprehensive, understandable and comparable 
reporting of the government’s financial position and operations.”
□  Require annual independent audits of these financial statements — 
governmentwide and for each department and agency. Independent audits are 
critical “to provide an independent assessment of management’s representations, 
to assure that improvements in financial management continue... and to restore 
credibility at home and around the globe to the financial information published 
by the U.S. government.”
The AICPA recommendations are the result of a report by a task force headed by 
Cornelius E. Tierney that was established in 1987 to assist the federal government 
in improving the way it accounts for the nation’s trillion-dollar budget. They will 
form the basis for a colloquium in Washington on December 11. The conference will 
include administration officials, members of Congress, the AICPA and the business 
community, who will air views and develop an action plan.
Copies of the discussion memorandum, Federal Financial Management: Issues 
and Solutions (product no. G00509), are available by sending a stamped self- 
addressed envelope (6 x 9) to the AICPA order department, P.O. Box 1033, New 
York, New York 10108-1033.
The AICPA board of directors has announced that Philip B. Chenok, the Institute’s 
president and chief staff officer since 1980, has accepted a third five-year term in 
that position upon the completion of his present term in 1990.
In announcing the decision, AICPA Chairman of the Board of Directors Robert 
L. May said that “Phil has brought together the many elements of the Institute and 
the profession.... In particular, his leadership during the last several years has been 
crucial in dealing with a number of important issues.”
AICPA To Comment 
on Postretirement 
Benefits
The AICPA will be among the 36 accounting, business and pension groups 
scheduled to present their views on the FASB’s exposure draft, Employers’ 
Accounting for Postretirement Benefits Other Than Pensions, at a public hearing 
on October 10-12 in New York. The hearing, which is being conducted by the 
FASB, will be held in the Grand Hyatt Hotel at Grand Central, starting at 9:00 
each morning.
Representing the accounting standards division will be D. Gerald Searfoss, a 
member of the accounting standards executive committee (AcSEC), who will 
summarize the committee’s views on Wednesday afternoon, October 11.
AcSEC unanimously agrees with the draft’s position that employers who 
promise to provide postretirement benefits have created an obligation that meets 
the definition of liabilities contained in the FASB’s concept statement, Elements of 
Financial Statements. According to the committee, these benefits should be 
reported in the statement of financial position if these costs can be measured with 
sufficient reliability. However, the committee believes that the proposal can be 
simplified and makes a number of recommendations that differ from the exposure 
draft. Among them are the following:
□  A measure of health care cost inflation that excludes changes in health care 
utilization or delivery patterns and technological advances should be used rather 
than the health care cost trend rate as proposed;
□  Benefit costs should be attributed over the entire expected service period, from 
hire date through expected retirement date, regardless of whether the 
employer/employee agreement defines benefits in terms of specific periods of 
service to be rendered;
□  Recognition of the minimum liability should not be required. However, if it is 
required, it should apply to retirees only.
Examiners to Make 
Practice Analysis 
Survey
Conference Set 
on International 
Financial Reporting
In early October, the AICPA Board of Examiners will survey about 5,000 members 
in public practice to ensure that the Uniform CPA Examination assesses knowledge 
and skills needed by CPAs. This will update the information acquired in the 1982 
survey.
Including interviews, focus groups and reviews of state accountancy laws, the 
survey will concentrate on accounting and auditing, tax, management advisory 
services and personal financial planning activities. Participants will be asked to 
complete only those parts of the survey relevant to their practices.
Since the survey results will be relied on in developing CPA exams for many 
years, members who receive the survey are urged to complete and return it.
In connection with the meeting of the board of the International Accounting 
Standards Committee (IASC) in New York on October 24-25, the Financial Analysts 
Federation (FAF) and the New York Society of Security Analysts (NYSSA) are 
cosponsoring a one-day open conference, Understanding Financial Statements for 
International Investing. It will be held on October 26 at the Waldorf Astoria Hotel 
and will focus on the impact of financial reporting on the globalization of financial 
markets and investing. In addition to IASC members, speakers will include 
Chairman of the SEC David Ruder and FASB Chairman Dennis Beresford.,
The registration for nonmembers of the FAF, NYSSA or ICFA is $450. For 
further information, contact Conference Office, FAF, P.O. Box 3726, Charlottesville, 
Virginia 22903; 804/977-8156.
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In continuing its discussion of how financial instruments’ unconditional 
receivables and payables should be measured subsequent to their recognition and 
initial measurement, the FASB has tentatively decided that
□  Recognizing changes in market value of unconditional receivables and payables 
in income results in financial information that is more relevant to users of 
general purpose financial statements. This conclusion was based on an 
agreement that their subsequent measurement should not be affected by the 
presence or absence of management’s intent and ability to hold a receivable to 
maturity or its intent not to settle a payable prior to maturity;
□  Unconditional receivables and payables should be measured initially at 
estimated market value; the stated transaction value would continue to be the 
appropriate initial measure for those whose stated transaction value 
approximates estimated market value. This decision reaffirms a previous 
conclusion.
Reporting Cash Flows of Proprietary and N onexpendable Trust Funds and 
Governmental Entities That Use Proprietary Accounting is the title of the latest 
statement by the Governmental Accounting Standards Board.
In establishing standards for cash flow reporting, the statement requires that a 
statement of cash flows classify cash receipts and payments according to whether 
they stem from operating, noncapital financing, capital and related financing, or 
investing activities, and it provides definitions of each category. The effective date 
of the statement is for annual financial statements for fiscal years beginning after 
December 15 , 1989.
The accounting and review services committee (ARSC) held a public hearing to 
consider a proposal that would have allowed CPAs to submit interim financial 
statements to clients of nonpublic entities without issuing a compilation, review or 
other report. The ARSC decided that amending the standard, as proposed, could 
lead to abuses and a lowering of the quality of accountants’ work. Howver, the 
committee identified a number of practice questions which suggest the need for 
“how to” guidance to assist CPAs in determining when statements on accounting 
and review services apply.
NOTICE OF AICPA PUBLIC MEETING
Accounting Standards
An open meeting of the accounting standards executive committee will be held on October 24-25 in
Washington, D.C. at the Stouffer Mayflower Hotel, starting at 9:00 a.m. The agenda follows:
Tuesday, October 24, a.m.
□  Continuing Care Contracts (consider draft statement of position for publication);
Tuesday, October 24, p.m.
□  Characteristics Distinguishing Investment Activities of Financial Institutions (consider draft 
statement of position for publication);
Wednesday, October 25, a.m.
□  Participating Mortgages (consider draft issues paper for publication);
Wednesday, October 25, p.m.
□  Transfer of Risk (discussion of preliminary draft statement of position);
□  Implementation of FASB Statements on Insurance (preliminary discussion of a proposed practice 
bulletin on SFAS no. 95, Cash Flows, and consider a draft practice bulletin for publication on 
SFAS no. 97, Accounting and Reporting by Insurance Enterprises for Certain Long-duration 
Contracts and for Realized Gains or Losses from the Sale o f Investments.
Compilation and 
Review Rules 
Still Stand
GASB Issues 
Cash Flows 
Statement
FASB Makes 
Decisions on 
Recognition 
of Financial 
Instruments
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Washington Briefs IRS Announces International Tax Institute — The IRS, with cosponsorship by 
George Washington University, will hold an Institute on Current Issues in 
International Taxation at the Willard Intercontinental Hotel in Washington on 
December 11-12. It will include issues on tax credit compliance and treaties, and 
treatment of foreign investments. For further information contact George 
Washington University, Division of Continuing Education, 2003 G Street, N.W., 
Washington, D.C. 20052, or call 202/994-7283.
Golden Parachute Hearings Set — A hearing on proposed regulations regarding 
golden parachute payments has been scheduled by the IRS for November 17 in the 
IRS Auditorium, 1111 Constitution Avenue, N.W., in Washington. The proposed 
regulations, published in the May 5 ,  1989, issue of the Federal Register, clarify the 
definition of “parachute payments” and provide guidance about what payments are 
exempt. For further information, contact Angela Wilburn at the IRS, 202/586-3935.
IRS Offers Guidance on Taxation of Troubled Institutions — In Notice 89-102, to 
appear in IR Bulletin 1989-40, dated October 2 ,  1989, the IRS provides guidance on 
the application of section 597 of the Internal Revenue Code. The section was added 
by the Financial Institutions Reform, Recovery and Enforcement Act of 1989. It 
applies to certain transactions, including taxable acquisitions of financially 
troubled institutions, that involve the receipt of federal financial assistance.
Hearing Set on Proposed Minimum Coverage Pension Rules — The IRS will hold 
a hearing on November 20 on proposed regulations governing minimum 
requirements under IRC section 410(b). Issued last May, the proposals provide 
guidance necessary for pension, profit-sharing and stock bonus plans to satisfy this 
section’s requirements. For further information, contact Felicia A. Daniels at the 
IRS, Room 4429, 1111 Constitution Avenue, N.W., Washington, D.C. 20224, or call 
202/566-3935.
Alternative Method for Earned Income Credit — Internal Revenue Bulletin 
1989-37, September 11, 1989, carried IRS Notice 89-95 which provides employers 
with an alternative method of notifying employees that they may be eligible for the 
refundable earned income tax credit. The new guidance allows employers to 
include this information on an employee’s substitute Form W-2.
Regulations Proposed on “Dual Consolidated Losses” — The IRS has issued TD 
8261 that includes proposed rulemaking and temporary regulations that define 
“dual consolidated losses” for purposes of determining whether the net operating 
loss of a domestic corporation is available to reduce the taxable income of any other 
member of its affiliated group.
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Annual Meeting 
Roundup
Annual Meeting 
Speakers 
Are on Tape; 
AICPA in 1989 
on Video
More than 1,500 CPAs and their guests sampled Texas hospitality and participated in 
a variety of technical programs at the AICPA’s 102nd annual meeting in San Antonio 
on September 24-27.
AICPA Board Chairman Robert L. May opened the meeting, and Philip B. Chenok 
reported on the Institute's current activities, which included a video summary of the 
1988-89 year (see below for availability). The AICPA Gold Medal for Distinguished 
Service was then presented to William S. Kanaga (see separate article).
Following an open forum at which a variety of issues were discussed, Lester 
Thurow, dean of M.I.T.'s Sloan School of Management, discussed the pressures on the 
world economy that seem to be leading toward freer trade among regional trading 
blocks and more managed trade between international blocks.
The Monday luncheon speaker was Zbigniew Brzezinski, former national security 
advisor, who talked on the birth and death of communism in the twentieth century. 
He said that the current Soviet system is in its terminal stage and will be remembered 
as "the twentieth century’s most extraordinary political and intellectual aberration."
The afternoon was devoted to concurrent technical sessions in the areas of 
accounting/auditing, tax, management, industiy/MAS and a computer laboratory.
The Tuesday morning program opened with an address by Alfred H. Kingon, 
recently retired U.S. ambassador to the European Communities, who discussed what 
the 1992 unification of the European Economic Community will mean to American 
business and government.
Incoming AICPA Board Chairman Charles Kaiser, Jr., gave his inaugural speech at 
the Tuesday members' luncheon (see separate story).
Howard H. Baker, Jr., former U.S. Senator and White House chief of staff, was the 
featured speaker on Wednesday’s program. He shared his unique insights on 
Washington developments, which focused on current domestic issues and what the 
country can expect from the Bush administration. He also endorsed the Institute's 
proposal for a chief financial officer for the U.S. Government.
The remarks of the four main speakers and the speech by Charles Kaiser are 
available on audiotape (see below).
The social side of the program included three receptions, one a Texas-style 
barbecue, and a variety of tours and other events.
Most of the annual meeting speakers are available on audio cassettes. They include 
Lester Thurow (no. 182E-02), Zbigniew Brzezinski (no. 182E-03), Howard H. Baker, Jr  
(no. 182E-21), Alfred Kingon (no. 182E-09) and Charles Kaiser, Jr. (no. 182E-14). Each 
tape is $10, $40 for the set of five, plus $2 per tape for shipping ($5 maximum). Contact 
Conference Copy Inc., 204 Avenue M, Brooklyn, New York 11230, (718/627-9212). A 
complete listing of other recorded sessions is available from them.
Program no. 56 of the CPA Video Journal, Update '89; Report to the 102nd AICPA 
Annual Meeting, shows highlights of the 1988-89 year, including the implementation 
of the Plan to Restructure Professional Standards, the SECPS membership ballot and 
Washington activities. Tapes are available from the AICPA order department at $50. 
Please specify U-Matic (product no. 885736), ½” VHS (888734) or ½” Beta (886724). 
Call 800/334-6961 (US) or 800/258-0445 (NY).
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Council Elects 
AICPA Officers, 
Directors, and 
Council Members
At its meeting on September 23 in San Antonio, the AICPA Council elected the
following:
□  Board Chairman—Charles Kaiser, Jr., of California;
□  Vice Chairman o f  the Board—Thomas W. Rimerman of California;
□  Vice Presidents— Brenda T. Acken of West Virginia, Bruce J. Harper of Texas, 
Herbert J. Lerner of the District of Columbia;
□  Treasurer— Richard E. Piluso of New York;
□  Board o f Directors (three-year terms)—Larry D. Homer of New York, Sandra A. Suran 
of Oregon, Dominic Tarantino of New York, and Kathryn D. Wriston of New York 
(public member);
□  Council Members-at-Large (three-year terms)—W. Thomas Cooper of Kentucky, 
Quiester Craig of North Carolina, Clarence A. Davis of New York, Burt K. Fischer 
of Illinois, Arthur W. Hoffman of Missouri, Edward A. Kangas of New York, and 
Gary J. Previts of Ohio. Jerry D. Sullivan of New York and James G. Castellano of 
Missouri were elected to two-year terms, filling vacancies created by other elections;
□  Council Vacancies (to fill unexpired terms as indicated)—J. Maurice L. Bisson of 
Maine (October 1991), Wilbur Blundell of South Dakota (October 1991), and Gary 
E. Grove of Ohio (October 1990);
□  Directly Elected Members o f  Council (as proposed by state societies of CPAs)— 
Council endorsed 39 members from 26 jurisdictions for three-year terms.
Nominating
Committees
Selected
The following members have been elected to serve on the nominations committees 
for the AICPA and the two sections of the division for CPA firms:
AICPA
William Carpenter, Massachusetts 
David L. Chervenak, Kentucky 
Neil C. Churchill, Texas 
Louis W. Dooner, Florida 
William F. Easley, California 
Lawrence D. Handler, Connecticut 
Ronald S. Katch, Illinois 
Daniel J. Kelly, Michigan 
William L. Matthews, Michigan 
Robert L. May*, New York 
Marilyn A. Pendergast, New York
Private Companies Practice Section 
William C. Carpenter, Massachusetts 
David L. Chervenak, Kentucky 
Ronald S. Katch, Illinois 
Daniel J. Kelly, Michigan 
William L. Matthews, Michigan 
Robert L. May*, New York 
Marilyn A. Pendergast, New York
SEC Practice Section 
William C. Carpenter, Massachusetts 
Ted M. Felix, New Jersey 
Daniel J. Kelly, Michigan 
Stuart Kessler, New York 
William L. Matthews, Michigan 
Robert L. May* New York 
Marilyn A. Pendergast, New York
*indicates chairman
Other Council 
Actions
In addition to actions elsewhere reported, the AICPA Council at its San Antonio meeting
□  Decided that members who are not subject to a state society CPE requirement 
may submit to the AICPA a statement of compliance, rather than the detailed 
report previously required.
□  Permitted the expenses of Council members attending the Fall meeting of Council 
to be reimbursed on the same basis as committee members under the Institute's 
reimbursement policy.
CPAs Assist with The AICPA has been asked to advise members of CPA efforts to assist victims of 
Disaster Relief Hurricane Hugo. They may make contributions to the Puerto Rico Society of CPAs
Hurricane Fund, c/o Carlos Nieves, P.O. Box 1101, Hato Rey, Puerto Rico 00919, or to 
the South Carolina Red Cross Hugo Disaster Fund, c/o South Carolina Association of 
CPAs, 570 Chris Drive, West Columbia, South Carolina 29169.
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Stick Together to 
Prepare for the 
Future, New 
Chairman Urges
Kanaga Awarded 
AICPA Gold Medal
In his installation address in San Antonio, the new AICPA Board Chairman Charles 
Kaiser, Jr. said that the rapid and complex changes in the world we live in require the 
profession to take an increasingly proactive stance so that it can help manage change 
rather than allow change to manage the profession.
Areas mentioned by Mr. Kaiser included the following:
□  SECPS Referendum—The vote, scheduled for November, requiring SECPS membership 
for firms with public company clients is far-reaching, he said. The basic issue is 
self-regulation or control by a government agency.
□  Regulation and Oversight—“We believe in self-regulation with appropriate oversight. 
We support such roles for the SEC, POB and NASBA and cooperate with these 
bodies to serve the public interest.”
□  CPA Examination—The proposal to eliminate essay questions from the CPA 
examination has met with overwhelming rejection. Mr. Kaiser said that he very much 
agrees that communication skills are essential to professionals. He has, therefore, 
appointed a special committee to study if, how and when communication skills 
can be "cost-effectively" tested either on, before or after the CPA exam.
□  Federal Financial Management—“As CPAs, we have a responsibility to speak out,
particularly on matters affecting the public interest___I will become deeply involved
in the Institute's call for greater fiscal responsibility in our federal government,” as 
typified by the recently issued four-part program to improve federal financial 
management (see September 25 CPA Letter).
□  Governance and Structure—In order to meet the demands of the future he said that 
we need to address the recommendations of this special committee.
□  Strategic Planning—The Institute’s Strategic Plan must be implemented to anticipate 
the challenges of exploding technology and expanding competition.
□  Form o f  Practice—The concept of practice in a limited liability format will be 
reexamined in the coming months, irrespective of the FTC proposal to eliminate 
the profession's unlimited liability.
To meet these challenges, Mr. Kaiser indicated that the members' will should 
prevail with a unified approach to issues. “There's room for debate, disagreement— 
and even dissent—but not for divisiveness. We must resolve our differences within 
the organization’s framework—not the courts.. . .  We force no one to join the AICPA; 
we bar no one from leaving," he said. The bottom line is that “nothing can replace 
excellence as our ultimate shield, and substandard practice cannot be ignored."
The AICPA Gold Medal for Distinguished Service, the AICPA's highest honor, was 
awarded to William S. Kanaga at the Institute's annual meeting in San Antonio.
A former chairman of the AICPA board of directors and chief executive at Arthur 
Young, Mr. Kanaga has served on Institute committees almost continually for 30 years 
in a wide variety of areas. One of his most visible achievements was the AICPA's 
100-year celebration for which he was chairman of the steering committee. The same 
year he was elected chairman of the United States Chamber of Commerce.
Mr. Kanaga’s citation describes him as a total professional, a talented technician, 
a skilled manager, a man of unquestioned integrity—a person of monumental and 
varied talents.
In accepting the award, Mr. Kanaga discussed the matter of ethics and integrity in 
the business world. He expressed concern that there has been one recurrent and 
distressing theme in our nation’s headlines—the failures of business leadership to make 
the right moral decision when looking at alternatives to it. “Each of us," Mr. Kanaga 
said, “has an obligation to stand up in our home communities and speak to the issue 
of integrity—not only to our clientele, our employees, our kids, but more broadly to 
the business community, to our grade and high schools, to our local governments and 
to our local civic institutions. I believe our communities will welcome the message 
you give them and they will be better places in which to live," he concluded.
—4—
The accounting standards executive committee has
□ Approved for exposure, subject to negative clearance by AcSEC and the FASB, a 
proposed revised audit and accounting guide;
□ Audits of Savings and Loan Associations, and a draft statement of position, Software 
Revenue Recognition. Approved for issuance four letters of comment as follows—
• The FASB exposure draft, Statement of Cash Flows, Net Reporting of Certain Cash 
Receipts and Cash Payments, and Classification of Cash Flows from Hedging 
Transactions. The letter suggests that the effective date be extended to fiscal 
years ending after June 15, 1990;
• The FASB exposure draft, Disclosure of Information About Financial Instruments 
with Off-Balance-Sheet Risk and Financial Instruments with Concentrations of Credit 
Risk. Several changes in the draft were suggested;
• The International Accounting Standards Committee (IASC) exposure drafts, 
Comparability of Financial Statements, and Accounting for Taxes on Income, subject 
to negative clearance by AcSEC of revised drafts to reflect its suggested changes.
□ Revised a draft statement of position, Consolidation and Combinations Involving 
Not-for-Profi t Organizations, for consideration at a future committee meeting.
About 70 sole practitioners and CPAs from small local firms enthusiastically participated 
in the initial presentation of a new format—the Private Company Practice Section 
(PCPS) TEAM meeting. These meetings are designed for PCPS member firms with up 
to ten professionals. Hence, the acronym TEAM (TEn At Most).
The concept is to provide a forum for practitioners to share their practical 
knowledge in small group discussions. This year the focus is on three topics: setting 
billing rates and fees, practice development for smaller firms, and personnel problems 
and their solutions (including the use of paraprofessionals).
Similar conferences are set for October 30 at airport hotels near Dallas and Washington, 
D.C. The AICPA’s meetings and travel division (212/575-6451) has the details.
At its September meeting, the quality review executive committee
□  Adopted programs for overseeing the activities of state CPA societies electing to 
participate in the administration of the quality review program in 1989 and 1990;
□ Agreed on ways that a small firm might be able to meet specified criteria and 
reduce the cost of a quality review;
□ Agreed to continue studying the feasibility of off-site reviews for firms that perform 
only a few audits.
NOTICE OF AICPA PUBLIC MEETING
Auditing Standards Board—The auditing standards board executive committee will hold an open 
meeting in the AICPA New York office on November 1-2, starting at 9 a.m. The agenda follows: 
November 1—a.m.
□ Reporting on Interim Financial Information—(discussions of issues paper);
□  Omnibus SAS—(discussion of a proposed modification of existing SASs);
November 1—p.m.
□ Consideration of Internal Auditor’s Work—(discussion of a proposed revision to SAS #9);
□  Use of Confirmations—(discussion of proposed SAS for the auditor's use with all types of confirmations); 
November 2—a.m.
□ Reporting on Internal Controls—(discussion of issues related to developing review and examination 
level reporting about management's internal control structures);
November 2—p.m.
□ Codification Framework—(discussion of a new framework for codification of SASs).
AcSEC Meeting 
Highlights
PCPS TEAM 
Meeting Hailed
Highlights of 
QREC Meeting
Supplement to CPA Letter, October 16, 1989
TAKE PRIDE IN THE PROFESSION: VOTE “YES SECPS”!
Professional pride is a powerful force. It can elevate 
individuals and organizations to new levels of 
achievement.
No one knows better than AICPA members, who 
continue to redefine and raise the caliber of the 
accounting profession. As testimony to your pride 
and achievement, we can point to new quality 
standards, a stronger Code of Ethics and a renewed 
dedication to continuing education. Each of these 
achievements represents hard work by CPAs for CPAs.
This November you can take the final step in our 
program of self-improvement—the Plan to Restructure 
Professional Standards—by voting "Yes" to a proposed 
AICPA bylaw change. Specifically, the change will 
mean that any AICPA member practicing public 
accounting with a firm auditing SEC clients can 
retain membership in the Institute only if the firm is 
a member of the SEC Practice Section (SECPS). This 
section was established in 1977 to maintain the high­
est standards of quality for public company auditors.
Passing this proposal will benefit you and all other 
AICPA members. That's because each step the 
profession takes to strengthen its standards protects 
the public interest and helps to provide better service 
to employers and clients. These actions also increase 
public esteem for the CPA certificate—a source of 
pride for every CPA.
Equally important, the SECPS initiative will reduce 
the possibility of further government regulation. 
The Securities and Exchange Commission (SEC) 
applauds the effectiveness of the SECPS program. If 
the AICPA does not act to change its bylaws, the SEC 
may well implement its own program to monitor 
public company auditors.
Last year, the initial six elements in the Plan to 
Restructure Professional Standards were approved by 
an overwhelming majority. This strong endorsement 
demonstrated that AICPA members will make every 
effort to protect the public interest and maintain 
self-regulation.
Now is the time to add an exclamation point to that 
achievement. Vote "Yes for SECPS" to show your 
pride and confidence in the profession.
BENEFITS FOR ALL CPAS
Passing the SECPS proposal will benefit AICPA 
members in concrete ways. It will:
□  Strengthen the system of self-regulation so 
that CPAs retain responsibility for standard 
setting, ethics and education;
□  Help ensure independence and the integrity 
of financial reporting;
□  Enhance the image of all CPAs because audit­
ing is one of the most visible aspects of our 
profession, and auditing public companies 
has a particular public interest.
In addition to ensuring that CPAs in public 
practice provide quality service to their SEC 
clients, the SECPS proposal carries distinct 
benefits for CPAs in
Public Practice Firms—It reinforces the view 
that firms of all sizes can perform company audits 
because they adhere to the same standards;
Industry—It helps protect the confidentiality 
of company information, which would not be 
assured if the SEC adopts its proposed program;
Education—It increases the attractiveness of 
the profession to students and other young 
people, demonstrating CPAs' commitment to 
meeting the highest standards;
Government—It helps further assure that the 
public interest is being served with audits of the 
highest quality.
The SECPS proposal has been endorsed by the 
Governing Council of the AICPA, the AICPA 
Board of Directors, the Financial Executives, the 
National Association of Accountants, and the 
boards of directors of almost all state CPA 
organizations.
At the AICPA annual meeting last month, former 
SEC Commissioner and Chairman of the Public 
Oversight Board, A.A. Sommer, Jr., said "This is 
one of the greatest tests of whether this profes­
sion, or any profession, can truly regulate itself 
in a fashion that is satisfactory to the public sector. 
On behalf of all the members of the Board and the 
staff—for heaven’s sake, let's adopt this proposal."
Charles Kaiser, Jr., AICPA Board Chairman Philip B. Chenok, AICPA President
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Washington Briefs IRS Issues Election Notices—The IRS has issued TD 8267 which lists the availability;
manner, and time requirements of numerous elections under the Technical and 
Miscellaneous Revenue Act of 1988, and the Internal Revenue Code of 1986.
Comments and requests for a public hearing should be sent by November 21 to the 
IRS, Room 4429, Washington, D.C. 20224.
IRS Extends Employee Plan Deadlines—The IRS is extending the deadlines under 
Rev. Proc. 89-9 and 89-13, for submitting master or prototype and regional prototype 
plans to the Service from October 31 to March 31, 1990. Announcement 89-130, 
outlining amended qualification procedures, appears in the October 16 issue of the 
Internal Revenue Bulletin 1989-42.
IRS Makes AMTI Increases Retroactive—IRS Notice 89-103 requires taxpayers to 
add personal exemptions back to taxable income when calculating their alternative 
minimum taxable income beginning with tax returns for 1987. The notice was 
published in the October 2 Internal Revenue Bulletin, 1989-40.
IRS Clarifies Foreign Currency Transactions Notice—The IRS has issued a notice 
of proposed rulemaking and temporary regulations (TD 8265) defining the tax 
treatment and computation of gain or loss from non-functional foreign currency 
transactions. Written comments and requests for a public hearing should be sent by 
November 20 to the IRS Commissioner, Room 4429, Washington, D.C. 20224.
GAO Issues VAT Report—A recent GAO report, Value-Added Tax Issues for U.S. 
Policymakers (GAO/GGD-89-125BR), discusses the issues facing U.S. policymakers in 
deciding whether to enact a VAT, including how the tax would operate, its relative 
advantages and disadvantages, and the experience of European countries. Copies can 
be obtained by writing to GAO, P.O. Box 6015, Gaithersburg, Maryland 20877 or by 
calling 202/275-6241.
GAO Assistant Comptroller General Appointed—Donald H. Chapin, CPA, has been 
appointed Assistant Comptroller General for Accounting and Financial Management 
of the GAO. Mr. Chapin retired from Arthur Young in 1984, as a senior partner. He 
has been a member of the AICPA since 1961.
Audits May Be Required for Credit Unions—A proposed rule by the National Credit 
Union Administration would require an outside audit of a federally insured credit 
union by a CPA under certain circumstances. The proposal appeared in the September
21 Federal Register. Comments are due by October 23.
Breeden Confirmed as SEC Chairman—Richard C. Breeden, a former Assistant to 
the President and a securities lawyer, has been confirmed by the Senate as Chairman 
of the SEC.
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ASB Meeting 
Highlights
Niemiec Appointed 
AICPA Group Vice 
President
FASB May Defer 
Effective Date on 
Income Tax 
Accounting
Carey Scholarship 
Awarded
The CPA Letter
A Membership News Report Published by the AICPA
At its September meeting, the auditing standards board took the following actions:
□  Agreed to issue a statement of position (SOP), Accountant's Services on Prospective 
Financial Statements for Internal Use Only and Partial Presentation. This SOP will 
amend the Guide for Prospective Financial Statements by providing presentation and 
reporting guidance to accountants. Publication is expected in January 1990;
□  Approved issuance of an exposure draft of an SOP that will amend the Guide for 
Prospective Financial Statements to include a series of questions and answers that 
define the term "reasonably objective basis” as used in the guide. The draft is 
expected to be issued early in 1990;
□  Discussed a preliminary draft of a proposed statement on auditing standards (SAS), 
The Confirmation Process;
□  Reviewed a draft of the proposed SAS, The Auditor's Consideration o f  the Internal 
Audit Function in an Audit o f  Financial Statements. It would supersede SAS no. 9, The 
Effect o f  an Internal Audit Function on the Scope o f the Independent Audit.
Edward W. Niemiec has been appointed AICPA group vice president of operations.
He will oversee the Institute's operating activities including administration, finance, 
member services, publications and continuing professional education activities.
"Ed Niemiec brings close to 30 years of solid business experience, including over 
a decade of top management skills, to the AICPA and the accounting profession,” said 
AICPA President Philip B. Chenok. Most recently, Niemiec served as president of 
INC. leading Company, a subsidiary of Instinet Corporation where he was also 
executive vice president and chief operating officer.
The FASB expects to issue a statement by the end of the year that will defer the 
effective date of its Statement no. 96, Accounting for Income Taxes, for one year. The 
new effective date would be for fiscal years beginning after December 15, 1990.
In the meantime, the board will pursue further the possibility of an amendment 
that would reduce the complexity resulting from scheduling and consideration of tax 
planning strategies that are currently required by Statement no. 96.
The John L. Carey Scholarship for 1989 has been awarded to John P. Kerschner, a 
recent Yale graduate, who has entered the Master of Science Program at New York 
University. He is also working with Arthur Andersen & Co. in New York.
Initially, the scholarship program offered one scholarship a year to a liberal arts 
undergraduate at Mr. Carey's alma mater, Yale University, for graduate study in 
accounting. Starting in 1990, in keeping with Mr. Carey's wishes, scholarships also 
will be granted to students at the Universities of Georgia and Illinois at Urbana- 
Champaign, where Mr. Carey had served as a visiting professor after his retirement.
The grants are $4,000 each, renewable for a second year of graduate accounting 
study. The deadline for next year's applications is April 1, 1990. For further 
information, write to the Relations with Educators and Students Division at the 
Institute or, call 212/575-6358.
Sells Medals 
Presented During 
Annual Meeting
Conference on 
Construction 
Industry Scheduled
Publications
Exchange
Announced
CPE Courses on 
Fraud Available
POB Seeks McCloy 
Award Nominations
The Elijah Watt Sells Medalists from the last two Uniform CPA Examinations were 
presented with their awards during the AICPA's annual meeting in San Antonio. 
These awards are granted to candidates who score highest on all four sections of the 
examination taken at the same time. The results for the May 1989 examination were:
□  Gold Medal—Darlene D. Smelik of Knoxville, Tennessee. She holds a B.S. in 
accounting from Ithaca College (summa cum laude) and is currently with the firm 
of McMurry and Co.;
□  Silver Medal—Thomas D. Head of Des Moines, Iowa. He is a summa cum laude 
graduate of Simpson College and is now a staff accountant in the Des Moines 
office of Ernst & Young;
□  Bronze Medal—The third place award went to Rebecca Marie Brauer of Portland, 
Oregon. The holder of two degrees in music, summa cum laude, she did her 
accounting studies at Portland State University. Brauer is a staff accountant in the 
Portland office of Deloitte Haskins and Sells.
The previously announced winners from the November 1988 examination were:
□  Gold Medal—A tie between David Lester Olmstead of Arlington, Massachusetts, 
and Christopher A. Middleton of Poway, California;
□  Silver Medal—Lisa Gonzalez of Miami, Florida;
□  Bronze Medal—A tie between Brian A. Zink of Ta mpa, Florida, and Donald 
Munchrath of Sioux City, Iowa.
A national conference for CPAs and others who provide services to the construction 
industry has been set for December 4-5 in New Orleans. Cosponsored with the 
Construction Financial Management Association and the Society of Louisiana CPAs, 
the conference registration fee is $495 and recommended CPE credit is 16 hours. For 
further information, contact the AICPA's meetings and travel division at the New York 
office, or call 212/575-6451.
The Association of Chartered Accountants in the United States has contributed to the 
AICPA all publications of the Institute of Chartered Accountants in England and 
Wales. This was done to enhance international awareness of accounting issues. In 
turn, the AICPA is providing the Institute of Chartered Accountants in England and 
Wales with copies of all AICPA publications.
The National Association of Accountants has developed two courses designed to 
familiarize accountants with the report of the Treadway Commission. The courses, 
available from the AICPA,are:
□  Detection and Prevention o f Fraudulent Financial Reporting (product no. 751900) is a 
self-study course including an audio cassette and workbook; price is $39.95.
□  Take Action Now! The Treadway Report (118550) is a videotape (VHS) group-study 
course which includes a discussion leader's guide and self-assessment questionnaire. 
Price is $59.95.
Recommended CPE credit is 4 hours each. To order, call 800/334-6961 (US); 
800/248-0445 (NY), (s & h charges are extra.)
The Public Oversight Board is seeking nominations for the John C. McCloy Award 
which is granted to an individual for significant contributions to the strengthening of 
quality control and improvement of auditing in the United States.
The award is named after the first chairman of the POB who had a long and 
distinguished record of public service. Nominations for the 1989 award, together with 
a summary of the individual's contributions should be received by November 20 at 
the Board's office, 540 Madison Avenue, New York, New York 10022.
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In its second phase of reviewing implementation of the Single Audit Act of 1984, the 
GAO has found that audit quality has improved, but that some implementation problems 
remain, especially in the government sphere. The basic conclusions are as follows:
□  CPAs complied with auditing standards in 35 of the 40 single audits examined.
With few exceptions, CPAs conducted adequate evaluations of internal controls and 
testing for compliance with laws and regulations. These were the two predominant 
problems cited in the GAO’s 1986 report.
□  General oversight by federal inspectors general is inconsistent and the degree of 
monitoring audit quality varies. Neither the act nor the Office of Management and 
Budget (OMB) specifies the role of a general oversight agency;
□  Some single audit reports can be made more useful to program managers above 
the entity level by more clearly identifying which programs cited in the reports 
were or were not tested for compliance with laws and regulations.
The GAO report recommends that OMB establish and define responsibilities for 
agencies that provide general oversight and that OMB Circular A-128 be amended to 
require that auditors identify those programs tested for compliance.
Following the issuance of the 1986 GAO report and hearings by the Legislation 
and National Security Subcommittee of the House Committee on Government 
Operations, the AICPA appointed a task force to develop a plan of action to improve 
the quality of audits of governmental units. Its report, issued in March 1987, made 25 
recommendations in five basic areas.
Subsequent developments have been followed by an implementation monitoring 
committee. It reported earlier this year that 23 of the task force’s 25 recommendations 
can be considered implemented. The responsibility for the other two recommendations 
rests with OMB and the National and Regional Intergovernmental Audit Forums.
Copies of the GAO report, Single Audit Act (GAO/AFMD-89-72), can be obtained 
from the GAO at P.O. Box 6015, Gaithersburg, Maryland 20877.
Copies of the Report on the Implementation of the Recommendations of the Task 
Force on the Quality of Audits of Governmental Units (product no. 029314) are available 
by writing to the AICPA Order Department, or calling 800/334-6961 (US); 800/258-0445 
(NY). The price is $8.00; $6.40 to members plus shipping and handling charges.
About 500 members of the AICPA Tax Division are expected to attend the division's 
fall meeting to be held on December 7-9 at the Hyatt Regency Hotel in San Francisco. 
IRS Commissioner Fred Goldberg, Jr., Senator Bob Packwood, (D-Ore.) and Ways and 
Means Chief Counsel Rob Leonard will be among the featured speakers from the 
government and the profession. The program will include briefings on current 
technical and practice issues. For information on registration or joining the tax 
division, call Beth Hall at the AICPA's Washington office, 202/737-6600.
NOTICE OF AICPA PUBLIC MEETING
Quality Review
The quality review executive committee will hold an open meeting on November 13-14 at the Sheraton 
Old Town Hotel in Albuquerque, starting at 9:00 a.m. The agenda follows:
Monday, November 13
□  Due Process Procedures (report of task force);
□  Revisions to State Society Administrative Manual (consider draft for publication);
□  Administrative Fees and Reduction of On-Site Quality Review Costs (continue discussion);
□  1990 State Society and Association Plans of Administration (preliminary discussion);
Tu esday, November 14
□  AICPA/NASBA Agreement on Quality Review Oversight (report of task force);
□  Professional Development (preliminary discussion).
Tax Division 
Meeting Set
GAO Says Single 
Audit Quality Has 
Improved
Washington Briefs Penalties on Hugo-Related Returns to Be Waived—In Notice 89-136, the IRS has
announced that taxpayers who are unable to meet imminent filing or payment 
deadlines because of Hurricane Hugo will not have to pay penalties provided that 
they file or make payments by certain specified dates. This notice appeared in IR 
Bulletin 1989-44, October 30, 1989.
SAB Issued on Quasi-Reorganizations—The SEC has issued a Staff Accounting 
Bulletin (no. 86) which holds that if a registrant complies with the requirements of 
Section 210 in effecting a quasi-reorganization and has adopted SFAS no. 96, 
Accounting for Income Taxes, any subsequently recognized tax benefits of operating 
loss or tax credit carryforward items that existed prior to the quasi-reorganization 
should be recorded as a direct addition to paid-in capital.
Supreme Court Refuses to Review Louisiana Court Action—The U.S. Supreme 
Court has declined to review a question of the constitutionality of a Louisiana law 
which bars nonlicensed accountants from issuing opinions on financial statements. 
The latest appeal by the Louisiana Society of Independent Accountants on consti­
tutional grounds from lower court decisions has, in effect, been rejected.
IRS National Office Reorganization Announced—IRS Commissioner Fred 
Goldberg, Jr. has announced the creation of three new positions to emphasize tax 
modernization efforts and to provide for greater accountability for IRS’ financial 
management. They are Chief Financial Officer, who will be responsible for budgeting 
and other financial management; Assistant Commissioner Finance/Controller, 
responsible for the management of the IRS’ systems; and a Chief Information Officer 
who will manage agency-wide information resources and planning and implementing 
technological programs. Appointments will be announced later.
In addition, two AICPA members, Hugh S. Hatcher and Gary J. Gasper, have been 
appointed to serve as advisors to the Commissioner of the IRS. They will coordinate 
the Service’s responses to technical and operational issues with the Congress and 
executive agencies. Hatcher is a former partner of KPMG Peat Marwick and Gasper 
was a tax attorney in the Washington office of the law firm of Sidley and Austin.
NCUA Adopts Final Enforcement Rules—A final rule implementing new enforce­
ment provisions under the Financial Institutions Reform, Recovery and Enforcement 
Act of 1989 has been adopted by the National Credit Union Administration. It covers 
independent contractors which includes accountants, appraisers and attorneys. See 
the October 24 issue of the Federal Register.
Correction—The October 16 issue of the Letter misstated the issue number. It should 
have been no. 15.
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The Financial Accounting Foundation (FAF) announced on October 30 that 
government-owned utilities, hospitals, colleges and universities should base their 
accounting and financial reporting decisions on the standards set by the Financial 
Accounting Standards Board (FASB). Governmental Accounting Standards (GASB) 
rules will continue to apply to other government entities. The FAF oversees the 
activities of the FASB and the GASB.
Previously, the FAF had tentatively endorsed a proposal that would have given 
these specified entities a one-time choice as to which board’s rules they would follow. 
The new FAF decision reverts to an earlier proposal on the grounds that there will be 
greater comparability between these government-owned organizations and similar 
ones in the private sector.
The AICPA will sponsor a colloquium on improving the financial management of the 
federal government in Washington, D.C., on December 11.
Featured speakers will include: former Senator William Proxmire; Senators James R. 
Sasser (D-TN) and William V. Roth, Jr. (R-DE); and Congressman Frank Horton (R-NY). 
The group will also hear from Francis S. Hodsoll, executive associate director of the 
Office of Management and Budget, AICPA Board Chairman Charles Kaiser, Jr., and 
Cornelius E. Tierney, chairman of the AICPA's special task force in this area.
The colloquium will focus on discussion of four specific recommendations by the 
AICPA task force to improve the federal government's financial management (see 
September 25 Letter). The recommendations would:
□  Establish an independent Chief Financial Officer of the U.S. charged with 
organizing and coordinating the financial management of the federal government 
and its agencies;
□  Establish uniform financial accounting and reporting principles and standards to 
be used consistently throughout the federal government;
□  Issue annual financial statements at the departmental level and government wide 
in a complete, consistent, reliable and timely manner; and
□  Require annual independent audits of these financial statements.
If a self-regulatory organization for investment advisers, as proposed in the 
Investment Advisers Self-Regulation Act, (S.1410), covers CPAs, “the result would be 
to impose a duplicative and costly supervisory system without commensurate benefit 
to the investing public.” This was the gist of a letter from AICPA President Philip B. 
Chenok to the sponsors of the bill.
In a letter to Senators Christopher Dodd (D-CT) and John Heinz (R-PA) on 
October 31, Mr. Chenok urged that S.1410 be amended to "restate, reinforce and 
clarify the intent of the 76th Congress” which excluded accountants from the 
Investment Advisers Act of 1940 who perform investment advisory services that are 
incidental to the practice of public accounting. Senators Dodd and Heinz are the 
chairman and ranking minority member, respectively, of the Senate Banking 
Subcommittee on Securities, which has jurisdiction over this proposed legislation.
- 2 -
The FASB plans to issue a final statement by year-end that will require companies to 
disclose information about financial instruments with off balance sheet risk and 
financial instruments with concentrations of credit risk. Changes from an earlier 
proposal include an extension of the effective date to fiscal years ending after June 
13, 1990. Also, companies will not be required to disclose information about amounts 
appearing on the balance sheet that are related to off balance sheet items.
Under the pending statement, companies with financial instruments that have 
off balance sheet risk will have to disclose information about the face, contract, or 
notional amount; the nature and terms of the instruments; the accounting loss that 
would occur if any counter party to the instrument failed to perform; and the 
company's policy for requiring collateral or other security and a description of the 
collateral held. The requirements extend to all financial instruments except for a few 
that are specifically exempted.
Approximately 6,000 quality reviews and peer reviews will be conducted in 1990, with 
the expectation of a future increase. Therefore, more reviewers are needed.
Members who wish to serve on the on-site review teams, including teams formed 
by their firms or the association to which the firm belongs, must submit a reviewer 
résumé form to the AICPA quality review division.
Copies of this form were recently mailed to the managing partners, shareholders, 
or proprietors of firms that are members of the Division for CPA Firms, and to firms 
with two or more professionals enrolled in the quality review program. Forms were 
not sent to sole practitioners at this time because they will not have quality reviews 
before 1991.
The quality review executive committee and the peer review committees hope 
that members will take this opportunity to perform this important type of 
professional engagement by adding their names to the national reviewer data bank.
A partner or manager who is interested in being a reviewer should ask the firm's 
managing partner for a copy of the résumé form and for permission to serve on a 
review team. If your firm did not receive the form, please write to the AICPA quality 
review division at the New York office.
These latest editions of technical paperbacks are now available to members:
□  FASB Accounting Standards, Current Text—two volumes (product no. 004923). The 
price is $43.20, $37.80 for members who are teachers;
□  FASB Accounting Standards, Original Pronouncements—two volumes (product 
no. 004942). The price is $43.20, $37.80 for member-teachers;
□  AICPA Professional Standards—two volumes (product no. 004904). The price is 
$43.20, $37.80 for member-teachers;
□  AICPA Audit and Accounting Manual (product no. 007250). The price is $28.80, 
$25.20 for member-teachers;
□  AICPA Technical Practice Aids, including statements of position (product no. 004957). 
The price is $28.80, $25.20 for member-teachers;
Sets are also available at additional discounts:
□  AICPA Professional Standards and FASB Statements, Current Text (product 
no. 004938). The price is $64, $56 for member-teachers;
□  Complete Set of Five Titles (product no. 004961). The price is $144, $126 for 
member-teachers.
lb place an order, write to the Order Department, AICPA, P.O. Box 1003, New York, New
York 10108-1003 or call 800/334-6961 (US), 800/248-2445 (NY). (Shipping and handling
charges extra. Add applicable sales tax for New York, Washington, D.C. and Vermont.)
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FASB to Issue 
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Financial 
Instrument 
Disclosures
Reviewers Needed 
for Quality and 
Peer Reviews
Technical 
Paperbacks 
Now on Sale
Promotional and Marketing Materials for CPAs
The AICPA Communications Division has developed the following 
brochures, speeches, slide presentations, and video productions to 
assist CPAs in their communications and marketing efforts.
BROCHURES
Budget and Cash Flow Worksheet. Explains how to plan a 
yearly budget and cash flow statement. No. 889670.. .$10/100
C om m unication w ith Audit Com m ittee (o r  others 
w ith sim ilar responsibilities). Assists members in explain­
ing the auditor’s responsibilities to communicate pertinent 
information to audit committees during an audit. No. 022029 
. .  .45¢ each (minimum 25)
Do I Need Personal Financial Planning? Explains the 
basis of personal financial planning in a question-and-answer 
style format. No. 009151.. .$10/100
Find Out W hat You're Worth w ith Your Own Personal 
Financial Statem ent. Worksheet which helps individuals 
calculate their net worth. No. 889736.. .$10/100
H om e Equity Loans: A Consum er's Guide. Offers 
guidelines to help consumers decide whether or not a home 
equity loan is right for them. No. 889350.. .$10/100
How to Choose and Use a CPA. Answers questions such 
as: Who needs a CPA? How do you find one? What qualifica­
tions should you look for? No. 337690.. .30¢ each
Keeping Financial Records. Offers advice on how to 
improve a personal, consumer or tax recordkeeping system.
No. 889488.. .$10/100
The New Auditor's R ep ort—W hat It Means To You.
Assists members in explaining the revised auditor's standard 
report to clients and others. No. 0 2 2 0 1 4 ... 45¢ each 
(minimum 25)
Public Relations Guide for CPAs. Comprehensive booklet 
designed to help CPAs plan an effective public relations program. 
No. 889632 .. .$5.00 (Discount price for members $4.00)
Public Service and the CPA. Explains how to select a 
public service assignment and describes the resources available 
from the AICPA. No. 8 8 9 6 2 8 ... 50¢ each
R etirem ent Planning: Achieving Financial Security  
for Your Future. Focuses on planning and budgeting for 
retirement years. (See corresponding speech). No. 890803 
...$12/100
Saving for College: Easing the Financial Burden.
Concentrates on investment options to consider when saving 
for a child's college education. (See corresponding speech).
No. 890818.. .$12/100
Understanding Audits and the Auditor's R eport: A  
Guide for Financial Statem ent Users. Comprehensive 
booklet containing a description of the nature of the audit. 
No. 058514 .. .$5.75
W hat Does a  CPA Do? A Guide to CPA Services.
Explains the various roles of the CPA. No. 3 3 7 5 1 0 ...
50¢ each.
W hat Else Can Financial Statem ents Tell You?
Explains how annual reports are put together and why they 
are useful. No. 338513.. .$1.20
SPEECHES.. .All speeches are $3.00, prepaid.
.. .for general audiences
“A  H om e Equity Loan: Is It Right for You?" Addresses 
areas of concern for consumers who are deciding on a home 
equity loan. No. 889365
“Achieving Financial Security for Your R etirem ent 
Years." Focuses on planning and budgeting for retirement.
No. 890630
“Estate Planning Tips for Individuals." Explains how 
careful planning can minimize the tax burden for heirs. 
Touches on the importance of planning in non-financial areas 
as well. No. 890560
“Financial Recordkeeping: Organizing Your Past to  
Plan Your Future." Discusses how to organize personal, 
consumer and tax records. No. 889473
“Planning and Saving for Your Child's College 
Years." Concentrates on how to go about building an educa­
tion fund for a child’s college years. No. 890822
.. .for small business owners
“Going Concerns: Keeping Your Business in  
Business." Offers tips to help business owners and managers 
run their businesses successfully and profitably. No. 890555
“How CPAs Solve the Problem s o f Small Business 
Owners." Applies a case study approach to coping with a 
fluctuating economy and the problems encountered by small 
business owners. No. 890574
“How to be Sure Your Business Is Located in  the  
Right Place." Sets some basic ground rules and poses impor­
tant questions that apply to diverse businesses in their search 
for viable locations. No. 890593
. . .  speeches for small business owners (continued)
“How to Get the Bank Loan You Need." Focuses on how 
small business owners can prepare for applying for a bank loan. 
No. 890610
“Keeping It All in  the Fam ily: The Problem s of  
Succession in  Fam ily Businesses." Examines the major 
problems encountered by family businesses, especially those 
threatening the perpetuation of the business. No. 890265
“M icrocom puter A pplications for Small Businesses."
Examines the implications of the microcomputer and explores 
its benefits. No. 890589
“Tb Sell o r Not to Sell: A Q uestion for Small Business 
Owners.” Helps small business owners establish the value of 
the business, forecast its earnings performance, and compare 
it with industry averages. No. 890606
VIDEO PRODUCTIONS
.. .  CPA Video Journal
Available in (½") VHS... (¾") U-Matic...  (½") Beta II. 
Single orders.. .$50 each.
State Societies and schools.. .$40 each.
No. 54 : Statem ents on  Auditing Standards: Respond­
ing to the Public's Expectations. Discusses the nine 
statements on auditing standards which took effect January 1, 
1989. (running time: 14 minutes, 2/89)
. . .  other Videos
Serving A m erica: A Tradition o f Excellence. Provides 
a historical look at the importance of the CPA's role in the 
development of the American Economy (running time: 8½ 
minutes, 12/86) No. 889443 for (½") VH S.. .No. 889441 for 
(¾") U-M atic.. .No. 889442 for (½") Beta I I . . .$25.00.
It  All Adds Up. Designed to interest high school students in 
a career as a CPA (running time: 12 minutes, 1989) No. 882370 
for (½") VHS.. .No. 882385 for (¾") U-Matic.. .No. 882366 
for (½") Beta II . .  .$25.00.
SLIDE PRESENTATION
“Financial Planning in  a  Com plex World." Includes 40 
slides and a script which present an overview of financial plan­
ning from a CPA’s perspective. No. 015203.. .$125.00 first set 
. .  .$65.00 each additional set (20% member discount applies)
10103 ORDER FORM
American Institute of CPAs/Order Dept. 
P.O. Box 1003/New York, NY 10108-1003 
Please send me the materials listed. 
NOTE: SPEECHES MUST BE PREPAID
Member No.
Member Name
Firm (If part of mailing address)
Address
City State Zip
Be sure to provide address. UPS cannot deliver to Post Office Box.
□Payment enclosed □MasterCard ($10 minimum)
□B ill Directly □V ISA  ($10 minimum)
Card number Exp. Date
QTY. TITLE PRODUCTNUMBER AMOUNT
Add 8¼% sales tax in New York City. Elsewhere in 
New York State add 4% tax plus local tax if applicable.
In Washington, DC add 6% tax and in Vermont add 4% 
state tax.
Shipping &  Handling Fees (Do not apply to foreign orders) 
Amount of Order: $10—$2.50; $10.01-$25-$3.95;
Over $150-4% of total.
Subtotal
Add shipping &  handling fee 
Sales lax 
Net total
ORDER TOLL FREE BY PHONE 
1-800-334-6961 (in New York State 1-800-248-0445)
Signature
When ordering by phone, be prepared to provide titles and product numbers as well as 
your AICPA membership number, MasterCard or VISA number and expiration date.
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Tax Relief Granted 
to Earthquake 
Victims
The IRS, in Notice 89-108 published in the Internal Revenue Bulletin of November 13, 
has waived penalties for late filings and payments by taxpayers affected by the 
California earthquake damage provided the returns are identified and certain future 
deadlines are met. This action had been urged by the AICPA and the California 
Society. Also, in a letter to chairmen of congressional tax-writing committees, the 
AICPA recommended legislation granting current tax deductions of certain passive 
activity losses for those who suffer losses in natural disasters, such as Hurricane 
Hugo and the California earthquake.
The AICPA has, in addition, provided services to the California Society of CPAs to 
assist it in providing pro bono services to particular families.
ASB Meeting 
Highlights
At its November meeting, the auditing standards board took the following actions:
□  Agreed to create a task force to develop a proposed new statement on auditing 
standards (SAS) that would amend procedural and reporting guidance in SAS 
no. 36, Review o f  Interim Financial Information;
□  Reviewed a proposed SAS, The Consideration o f  the Internal Audit Function in an 
Audit o f  Financial Statements, that would supersede SAS no. 9, The Effect o f  an 
Internal Audit Function on the Scope o f the Independent Auditor's Examination;
□  Discussed a proposed revision to the Codification o f  Statements on Auditing 
Standards that would change the organization of the authoritative standards to 
improve usability of the current codification;
□  Reviewed a proposed SAS, The Confirmation Process, that contains guidance about 
the use of all types of confirmations;
□  Discussed a paper about accountant reporting on internal control structures.
SECPS Ballots 
Due January 8
Ballots have been mailed to all members on the proposed amendment to the AICPA 
bylaws which, if approved, would stipulate that CPAs who practice with a firm 
auditing one or more SEC clients can retain membership in the Institute only if the 
firm is a member of the SEC Practice Section. Ballots must be signed and received at 
The Corporation Trust Company by the close of business on January 8, 1990.
NOTICE OF AICPA PUBLIC MEETINGS
Auditing Standards
An open meeting of the Auditing Standards Board will be held in the AICPA New York boardroom
on December 12-13, starting at 9:00 a.m. The agenda follows:
Tuesday , December 12
□  Use of Confirmations (discussion of a proposed SAS to provide guidance to auditors on all types 
of confirmations);
□  Letters for Underwriters (discussion of a proposed interpretation to reconcile SAS no. 49, Reports 
on Internal Control, with the attestation standards);
□  Codification Framework (discussion of a new framework for Codification o f  Statements on 
Auditing Standards);
Wednesday, December 13
□  Internal Auditors’ Work (discussion of a proposed revision to SAS no. 9, The Effect o f  an Internal 
Audit Function on the Scope o f  the Independent Auditor's Examination);
□  Service-Center Produced Records (discussion of proposed revision to SAS no. 44, Special-Purpose 
Reports in Internal Accounting Control at Service Organizations).
Professional Ethics
The professional ethics executive committee will hold an open meeting at the Marriott Marquis
Hotel in New York City on December 7, starting at 9:30 a.m. The agenda follows:
□  Proposed Revision of Ruling no. 52 under Rule 101, Past Due Fees (consider draft for exposure);
□  Previously Exposed Pronouncements (consider adoption of three ethics rulings and two 
interpretations exposed in August).
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Washington Briefs IRS Issues Advance 1989 Tax Forms—On October 24, the IRS released to taxpayers 
advance copies of the completed 1989 Form 1040, and the Form 1040A and 1040EZ 
packages. The Form 1040 package includes Schedules A and B, itemized deductions 
and interest and dividend income; Schedule C, business profit or loss; Schedule D, 
capital gains and losses; Schedule E, supplemental income and loss; Schedule F, farm 
income and expense; and Schedule SE, Social Security self-employment tax.
IRS Releases Standard Mileage Rates for 1989—The IRS has released the standard 
mileage rates for automobiles used in business, charitable use, medical and moving 
expenses. The only change is that the business-use rate for the first 15,000 miles for a 
car that is not fully depreciated will be 25.5 cents—up 1.5 cents from last year. The 
ruling will appear in the November 20 Internal Revenue Bulletin, 1989-47.
Bush Nominates Kirkendell and Burman—Donald E. Kirkendell, who has served 
as Senior Advisor for Financial Management with the Association of Government 
Accountants since 1988, has been nominated by President Bush to assume the new position 
of Inspector General at the Department of Treasury. President Bush has also nominated 
Allan V. Burman to be administrator of the Office of Federal Procurement Policy 
(OFPP). Mr. Burman has been acting administrator of OFPP since 1988, and deputy 
administrator since 1986. Both nominations must be confirmed by the U.S. Senate.
Charity Named Deputy Director at OTS—Edward Charity, Jr., a member of the 
AICPA since 1987, has been named Deputy Director for Operations Monitoring in the 
Director's Office of the OTS. Prior to his appointment, Mr. Charity was the accounting 
and budget officer at the Office of Regulatory Activities.
Installment Accounting Changes—On November 2, the IRS issued two final 
regulations (TD 8269 and TD 8270) implementing changes made by the 1980 
Installment Sales Revision Act on the use of the installment method of accounting 
and on switching from the accrual to the installment method of accounting by 
dealers of personal properties. TD 8269 sets new rules for dealer installment 
reporting and for changing from accrual to installment accounting of installment 
plan sales.
Section 89 Rules Repealed—Section 89, Employee Benefit Plan Nondiscrimination 
and Qualification Rules, was repealed as an amendment to debt limit increase 
legislation signed by President Bush on November 8. The AICPA had previously 
urged modification or repeal because of the burdensome compliance requirements 
for employers, especially small businesses.
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The recommendation included in a recently released report by the Department of 
Labor's Office of Inspector General (OIG) that all private pension plan audits should 
be full scope, is supported by the AICPA.
"The AICPA has consistently opposed regulations that allow plan administrators 
to limit the scope of the audit, thereby precluding the independent accountant from 
providing the full assurance to plan participants intended by ERISA,” said AICPA 
President Philip B. Chenok.
Regarding deficiencies cited in the report, AICPA Board Chairman Charles Kaiser, Jr., 
said, " We strive to improve the quality of audits and are disturbed any time there is a 
suggestion that the audit work was not of top quality. I have taken a number of steps 
to follow up on the OIG's report.”
The AICPA had testified at congressional hearings in August and earlier this 
month on the role of audits in ERISA enforcement.
Following a public meeting of the accounting and review services committee in 
September, it has been decided that the issues involved in a proposal for a new level 
of service permitting CPAs to submit interim financial statements for nonpublic 
entities is not warranted.
Instead, the ARSC suggests that there is a need for "how to” guidance to assist 
CPAs in determining when statements on standards for accounting and review 
services (SSARS) apply.
The committee has therefore invited practitioners to submit examples of 
situations where the applicability of SSARS and resulting reporting requirements are 
in question during an engagement. Please submit examples to Judith Sherinsky at 
the AICPA by January 1 ,  1990.
The board of trustees of the Financial Accounting Foundation (FAF) has indicated 
willingness to support a new proposal for defining the jurisdiction of the Financial 
Accounting Standards Board (FASB) and the Governmental Accounting Standards 
Board (GASB) regarding certain "special entities” whose ownership may be either 
governmental or private. These entities include hospitals, utilities, and colleges 
and universities.
The proposal recommends that the jurisdiction for the separately issued general 
purpose financial statements of special entities should remain as established by the 
1984 Structure Agreement. Under that agreement, the GASB has the final authority 
for establishing such standards for special entities in the public sector.
In setting standards, according to the proposal, the GASB should specifically 
evaluate the need, in certain instances, for comparability with the private sector.
"This action should provide for the continuation of standard setting for 
governmental entities by the GASB under the auspices of the FAF, thereby ensuring 
that the process will be independent, objective and in the public interest,” said AICPA 
President Philip B. Chenok.
- 2-
C-Span (Cable Satellite Public Affairs Network) will cover the AICPA's December 11 
colloquium on improving federal financial management (see November 16 Letter). 
Portions of the colloquium will be broadcast at noon on Sunday, December 17 on 
C-Span I, their main channel. Live coverage may be provided on the day of the 
colloquium as scheduling permits. For details on live coverage, call 202/628-2205 
on December 11.
ASD to Issue 
General and 
Industry Updates
The auditing standards division will issue five updates in late December, alerting 
auditors to current economic, industry, regulatory and professional developments of 
which they should be aware as they perform year-end audits. A general update, Audit 
Risk Alert—1989, addressed to all auditors, will appear as a supplement to a December 
issue of the Letter.
Separate booklets on the following industries are being published: Savings and 
Loan Industry Developments—1989 (022051), Credit Union Industry Developments—1989 
(022053), Property and Liability Insurance Industry Developments—1989 (022054), and 
Health Care Industry Developments—1989 (022052).
Each of these updates is priced at $2.50; $2.00 to members. Audit Risk Alert—1989 
(022050) will also be available as a booklet at $2.00; $1.60 to members. Write or call 
the AICPA order department at 800/334-6961 (US); 800/248-0445 (NY). Shipping and 
handling charges are extra. 
GASB Issues 
Exposure Drafts on 
Postemployment 
Benefits and 
Leases
The GASB has issued exposure drafts of proposed statements, Disclosure of Information 
on Postemployment Benefits Other than Pensions by State and Local Governmental 
Employers and Accounting for Operating Leases with Scheduled Rent Increases. Comments 
on both proposals are due by January 15, 1990.
The proposed statement on benefits would require these disclosures: a 
description of the benefits provided, employee groups covered, and employer and 
employee obligations to contribute; a description of the statutory, contractual, or 
other authority under which benefit provisions and obligations to contribute are 
established; a description of the accounting and funding policies followed for those 
benefits; and the expenditures/expenses and certain related data for those benefits 
recognized for the period.
The lease proposal states that when scheduled rent increases are intended to 
cover the anticipated effects of cost increases or property value appreciation, govern­
mental entities should account for the increases according to the terms of the lease 
contract. However, if the increases are meant to compensate for the effect of a rent 
reduction, the proposal would require governmental entities to account for the 
implicit financing in the lease agreement.
For copies of either exposure draft, write to: Order Department, GASB,
401 Merritt 7, P.O. Box 5116, Norwalk, Connecticut 06856-5116.
The Journal of Accountancy has been awarded a Certificate of Achievement in the 
annual Gold Circle Awards competition sponsored by the American Society of 
Association Executives. The magazine will be displayed at ASAE conferences in 
Dallas and Washington, D.C., during the next few months.
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To Be on TV
Journal Wins 
the Gold
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Supplement to CPA Letter, November 30, 1989
DIRECTORY OF AICPA SERVICES
The following is a listing of the direct telephone numbers for frequently called AICPA services and 
activities. Please retain it for prompt service on your inquiries.
AICPA, New York (main number) (212) 575-6200
Facsimile number (212) 575-3846
AICPA, Washington (202) 737-6600
Facsimile number (202) 638-4512
Accounting Department, General (212) 575-6480
Accounting and Review Services 5510
Accounting Standards 6369
Accredited Specialist Program 6497
Auditing and Accounting Guides 3850
Auditing Standards 6377
Benevolent Fund 3659
Car Rental—Hertz (800) 654-2200
Committee Appointments (212) 575-6449
Continuing Professional Education
General Information US (800) 242-7269
NY (212) 575-5696
CPA Client Bulletin;
CPA Client Tax Letter 6277
CPA Letter 6274
Customer Service 6428
Division for CPA Firms
Private Companies Practice Section 6359
SEC Practice Section 6367
Examinations, Uniform CPA 6495
Federal Government Affairs (202) 737-6600
Federal Taxation 6600
General Counsel (212) 575-6469
Human Resources 6206
Industry Member Programs 6436
Insurance Programs
(Rollins Burdick Hunter Co.)
(except professional liability)US (800) 223-7473
call collect NY (212) 973-6200
Professional Liability Insurance (800) 221-3023
International Relations (212) 575-3695
Joint Trial Board 3852
Journal of Accountancy
Editorial 7071
Advertising 6286
Circulation 5505
Library Services US (800) 223-4155
NY (800) 522-5434
Management of an
Accounting Practice (212) 575-6436
Management Advisory Services 6363
Meetings and Travel 6451
Member Services 3641
Membership Admissions 6409
Membership Records 6421
Minority Recruitment and
Equal Opportunity 7641
National Automated Accounting and
Retrieval Service (NAARS) 6393
Order Department US (800) 334-6961
NY (800) 248-0445
Credit and Collections (212) 575-6459
Personal Financial Planning 3644
Public Relations Coordinator 5417
Practicing CPA 6278
Professional Ethics 6217
or 6299
Public Relations and Communications 3655
News Bureau 3879
Promotional Materials 5574
Public Service 5262
Video Journal Programs 5573
Quality Review 6650
Retirement Programs
(MONY Financial Services) (800) 666-9800
State Legislation and Relations (202) 737-6600
State Society Relations (212) 575-6583
Tax  Adviser 6314
Technical Services Hotline
Accounting and
Auditing Practices US (800) 223-4158
NY (800) 522-5430
Computer Applications and
Software Support (212) 575-5412
Women, Upward Mobility 5267
Note: Inquiries on publications sent to members 
should be made to the Order Department and not to 
the division issuing them. Also, all accounting and 
auditing practice questions should be directed to the 
Technical Services Hotline. Calls placed to 800 
numbers cannot be transferred.
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New Accountant 
Supply/Demand 
Study in Progress
Two Conferences 
Scheduled for 
January
Recent AICPA 
Publications 
and Aids
The questionnaire for the 1990 edition of The Supply o f  Accounting Graduates and the 
Demand for Public Accounting Recruits has been mailed to public accounting firms and 
colleges and universities with accounting programs.
The questionnaire has been revised to eliminate areas that have not received a 
strong response in the past and redesigned for greater clarity. Recipients are urged to 
complete the survey forms and return them by the indicated dates.
The 1990 National Conference on Current SEC Developments will be held in 
Washington, D.C., on January 9-10 at the Grand Hyatt Hotel. The program features 
lectures and panel discussions by senior SEC officials, FASB representatives and 
leading professional accountants. They will discuss a wide variety of topics and 
review recent and prospective pronouncements of the SEC. The registration fee is 
$475, and recommended CPE credit is 16 hours.
The annual AICPA Tax Season Update Conference will be held on January 11-12, 1990 
at the Bonaventure Resort & Spa in Fort Lauderdale. The conference objective is to 
provide the latest technical information for the tax season and to improve practice 
profitability. The program features 17 plenary speakers and six concurrent sessions. 
The registration fee is $495 and recommended CPE credit is 16 hours.
For further information on either of these events, contact the AICPA’s meetings and 
travel division, 212/575-6451.
Ta x Malpractice Claims and How to Prevent Them: "We've Got a  Problem" is a new 
39-minute videotape that alerts CPAs to danger signals, typical tax situations that can 
lead to claims and how to prevent them, and six specific steps that can protect tax 
accountants from lawsuits. The price of the tape (118600), including workbook, is 
$69.00, with additional workbooks (118610) at $34.50 each. Recommended CPE credit, 
requiring completion of the accompanying exam, is four hours.
Included among the AICPA’s guides on preparing Forms 1040 and 1120 is a self-study 
guide to solving advanced 1040 problems (two parts). The most significant new topic, 
in view of the recent natural disasters, is obtaining the maximum entitlement on cas­
ualty deductions. Other new areas include securities transactions, installment sales 
and lump sum distributions. Part I (734662) and Part II (734677) are $79 each. 
Combined (734681), the materials are $115. Shipment is expected in mid-January, and 
orders placed before December 31 receive a ten percent discount.
Automobile Expense Diary (066027). This pocket-size booklet, available with your 
firm's imprint, provides the recordkeeping preferred by the IRS when a taxpayer 
claims business use of an automobile. Minimum order is 50 copies at $63; $95 for 75; 
$115 for 100; and $26 for additional lots of 25.
Accounting and Auditing Update Manual—1990 (029615) includes information for 
implementing the major pronouncements and standards issued by the FASB and the 
AICPA over the last two years and illustrates potential problems that may be 
encountered in applying them. The price is $57.50; $46.00 to members.
Accounting Trends and Techniques: 1989 Edition (009881) is the 43rd annual survey of 
accounting practices followed in corporate reports to shareholders. Price is $57.50; 
$46.00 to members.
The above materials are available by writing to the AICPA order department or calling 
800/334-6961 (US); 800/248-0445 (NY). Shipping and handling charges are extra.
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At its October meeting, the accounting standards executive committee:
□  Approved for final issuance the statement of position (SOP), Financial Accounting 
and Reporting by Continuing Care Retirement Communities, subject to approval of 
AcSEC’s suggested changes by the chairman and review by the FASB;
□  Approved for final issuance a practice bulletin (PB), Application o f  FASB Statement 
No. 97, Accounting and Reporting by Insurance Enterprises for Certain Long-Duration 
Contracts and the Realized Gains and Losses from the Sales o f Investments, subject to 
review by the FASB. The PB provides guidance in the form of questions and 
answers for insurance enterprises on the application of Statement 97;
□  Agreed to convert the issues paper, Reporting by Participating Loan Borrowers, into 
an SOP. The issues paper covers matters related to contingent payments based on 
property value appreciation and the results of operations;
□  Discussed the classification of debt securities held as assets for financial reporting. 
A special task force is drafting an SOP to be presented for approval to expose for 
public comment at AcSEC's meeting scheduled for December 12-13.
The following members have had their memberships terminated under the automatic 
disciplinary provisions of the Institute's bylaws, upon the denial by an ad hoc 
committee of the Joint Trial Board of their requests that the automatic bylaw 
provision not apply in their circumstances:
□  Larry Allen Gunderson of Concord, California, on October 5, 1989, due to his 
conviction in a federal court of mail fraud;
□  Felix S. Jacob of Lutherville, Maryland, on October 6, 1989, following the 
revocation of his CPA certificate by the Maryland State Board of Public 
Accountancy due to his conviction in a federal court for “subscribing to a false 
income tax return;''
□  William Ray Setterlund, Jr., of Sacramento, California, on October 6, 1989, following 
receipt of evidence of his conviction in the Sacramento Municipal Court of 
“willfully, unlawfully, and feloniously failing to file a return and to supply 
information within the time required" by the California Revenue and Taxation 
Code “with intent to evade a tax."
In addition, Lynn Robert Smith of Orem, Utah, had his membership terminated 
under the Institute's bylaws on August 29, 1989, following revocation of his license to 
practice as a certified public accountant by the Utah Committee for Public 
Accountancy for “gross negligence in the practice of public accountancy.”
NOTICE OF AICPA PUBLIC MEETINGS
Accounting Standards—An open meeting of the accounting standards executive committee will 
be held at the Hilton Walt Disney World Village in Lake Buena Vista, Florida, on December 12-13, 
starting at 8:30 a.m. The tentative agenda follows:
Tuesday, December 12
□  FASB Invitation to Comment on Financial Reporting by Not-for-Profit Organizations: Form and 
Content o f  Financial Statements (discuss comment letter);
□  SOP on Reporting o f  Debt Instruments Held as Assets (consider approval of exposure draft); 
Wednesday, December 13
□  Audits o f  Employee Benefit Plans (discuss plans for revising this accounting guide);
□  IASC Exposure Draft, Disclosures in the Financial Statements o f  Banks and Similar Financial 
Institutions (consider approval of comment letter).
Four Members 
Expelled
AcSEC Meeting 
Highlights
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Washington Briefs Hoffman Appointed Inspector General of FDIC—Robert D. Hoffman, CPA, has 
been appointed Inspector General of the Federal Deposit Insurance Corporation 
(FDIC) by the agency’s board of directors. Mr. Hoffman, an AICPA member since 
I960, has been director of the FDIC's Office of Corporate Audits and Internal 
Investigations since 1974. Before joining the FDIC, Mr. Hoffman was a partner with 
J.K. Lasser, a project control officer at NASA, and a controller of a major real estate 
development firm in Ohio.
IRS Requires Analysis of Underlying Assets in Like-Exchanges—The IRS on
November 3 issued Rev. Rul. 89-121, which states the exchange of assets of a similar 
business may not be treated as an exchange of a single property for another single 
property without an analysis of the underlying assets exchanged. The ruling 
appeared in the November 20 , 1989, IR Bulletin.
IRS Limits Advance Rulings—In Rev. Proc. 89-63, the IRS said it would no longer 
issue advance rulings or determination letters under Section 1031(a)(1) on the 
manner in which like-kind property, other than real property, will be determined in 
transactions involving the exchange of the assets of similar or identical businesses. 
The ruling was published in the November 20, 1989, IR Bulletin.
OTS Issues New Minimum Capital Standards Guidelines—The Office of Thrift 
Supervision (OTS) has issued Thrift Bulletin 36, which contains guidelines about how 
thrift institutions should plan to meet new minimum capital standards, if they cannot 
be met by December 7 , 1989. The OTS said institutions that will fall below the new 
standards on December 7 must submit an acceptable capital plan to raise their 
capital levels or be subjected to operating restrictions. Copies of Thrift Bulletin 36 are 
available by calling the OTS at 202/906-6677.
DOL Issues Notice on Employee Benefits—A notice that Form 5500 annual report 
filings by employee benefit plans for plan years beginning on or after January 1, 1990 
will be rejected by the Department of Labor (DOL) if administrators fail to report 
realized and unrealized gains or losses using a current value approach. This notice 
was published in the November 13 issue of the Federal Register.
NCUA Defines Assets—Loans and risks assets are defined in a final rule 
determining credit union and federally insured state credit union reserve 
requirements. The rule was approved November 13 by the National Credit Union 
Administration (NCUA) board of directors (see the November 22 Federal Register).
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The Financial Accounting Standards Board (FASB) has decided to defer the effective 
date of its Statement 96, Accounting for Income Taxes, for two years, to fiscal years 
beginning after December 15, 1991. In October, the board had proposed a one-year 
delay in implementing the new standard. This decision will postpone implementation 
of revised requirements for how companies must report their income tax liabilities in 
their financial statements for an additional year. The FASB also reaffirmed its prior 
decision that companies that have already applied Statement 96 may not revert to 
accounting for income taxes prescribed by previous accounting pronouncements.
At its meeting on December 7-8, the AICPA board of directors took the following actions:
□  Decided to continue support of a model public accountancy bill rather than to 
move solely to the issuance of position papers on accountancy legislation;
□  Approved a policy statement on endorsing and recommending individuals for 
federal government positions;
□  Approved policies drafted by the CPE executive committee to implement CPE 
requirements which take effect January 1, 1990. The requirements will receive 
broad distribution within the profession;
□  Heard from the chairman and vice chairman of the special committee on 
governance and structure on the committee’s tentative conclusions and 
recommendations, and offered comments for consideration of the committee in 
developing its final report;
□  Approved suggested language for state legislation and state boards of accountancy 
rules for those states adopting 150 hours of academic education as a requirement 
to sit for the CPA examination;
□  Agreed with the substance of resolutions proposed by the quality review executive 
committee that would lead to termination of enrollment in the Quality Review 
Program of firms that a) did not file required information in connection with the 
administration of quality reviews or, b) did not pay reasonable quality review 
administrative fees assessed by state societies administering reviews. Termination 
of a firm's enrollment under such circumstances would lead to a loss of AICPA 
membership by partners and staff;
□  Adopted a resolution expressing support for a proposal developed by the president 
of the Financial Accounting Foundation (FAF) and the chairman of the 
Governmental Accounting Standards Advisory Council for dealing with jurisdictional 
issues relating to hospitals, colleges and universities, and utilities that may operate 
either in the private or public sector;
□  Authorized a reduction in the size of the Auditing Standards Board from 21 to 18 
members;
□  Decided to remove any restrictions that measure qualification for committee 
service by size of firm;
□  Received a report from the committee on upward mobility of women and decided 
to make that group a standing committee.
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The Governmental Accounting Standards Board has issued Statement no. 10, 
Accounting and Financial Reporting for Risk Financing and Related Insurance Issues. It 
establishes standards of accounting and reporting for risk financing and insurance- 
related activities of state and local governmental entities, including public entity risk 
pools. Areas covered in the statement include torts; theft of, or damage to, or 
destruction of assets; business interruptions; acts of God; and any other risk of loss 
assumed under a policy or participation contract issued by a public entity risk pool.
Under this statement, public entity risk pools are generally required to follow the 
current accounting and reporting standards for similar business enterprises, based 
primarily on FASB Statement no. 60, Accounting and Reporting by Insurance Enterprises. 
Other state and local governmental entities are required to report an estimated loss 
from a claim as an expenditure/expense and as a liability if two conditions are met: 
(1) Information available before the financial statements are issued indicates the 
probability that an asset has been impaired or a liability has been incurred at the date 
of the statements; and (2) the amount of the loss can be reasonably estimated.
Prices and copies can be obtained from the Order Department, GASB, 401 Merritt 7, 
P.O. Box 5116, Norwalk, Connecticut 06856.
The Securities and Exchange Commission has recently issued its 54th Annual Report 
covering its activities for 1988.
Under “Accounting and Auditing Matters,” the SEC said that 1988 was 
characterized by a number of significant public and private initiatives intended to 
enhance the reliability of financial reporting and to ensure that the accounting 
profession meets its statutory public responsibilities.
Referring to the ASB’s nine “expectation gap” standards, the SEC report said that 
“the new standards should enhance and clarify auditors’ responsibilities and thus 
promote better audits.” It also stated that the SEC oversight of the SECPS and contact 
with the Public Oversight Board and peer review committees “has shown that the 
peer review process contributes significantly to improving the quality control systems 
of member firms and, therefore, that it should enhance the consistency and quality 
of practice before the Commission.”
MAS Division 
Issues Three 
Publications
The AICPA MAS division has recently released three new publications:
□  Indexes for the MAS Publications (055950) is a new reference source that helps 
readers locate material in the 32 MAS standards, practice aids and special reports 
issued from 1981 through 1988. It contains three indexes—key word title, subject 
and exhibit. The price is $8.00; $6.40 to members;
□  Assisting Professional Clients in Pricing Services Using Budgeting Techniques (055376) 
is the 14th practice aid in the small business series and provides guidance to 
practitioners who help professional clients determine and evaluate billing rates for 
time-related services based on targeted profits. The price is $9.75; $7.80 to members;
□  Conversion to a Microcomputer-Based Accounting System (055126) is the latest practice 
aid in the technical consulting series and provides guidance on many aspects of 
evaluating a small business client’s current manual system, selecting software and 
hardware, and implementing the automated system. The price is $9.75; $7.80 to 
members.
These publications are available from the AICPA order department. Call
800/334-6961 (US); 800/248-0445 (NY). Shipping and handling charges are extra.
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AUDIT RISK ALERT—1989
Notice to readers: This audit risk alert is intended to provide auditors with an overview o f recent economic, 
professional, and regulatory developments that may affect audits they perform. This document has been prepared by 
the AICPA Staff in consultation with members o f the AICPA Auditing Standards Board; the responsibility for the 
material contained in this document rests with the AICPA staff. This document has not been approved, disapproved, 
or otherwise acted upon by a senior technical committee o f the AICPA.
INTRODUCTION
This alert is intended to help you in planning your 1989 year-end audits. Successful audits are a result of a 
number of factors, including acceptance of clients with integrity, adequate partner involvement in planning 
and performing the audit, an appropriate level of professional skepticism, and allocating sufficient audit 
resources to high-risk areas. Addressing these factors in each audit engagement requires substantial 
professional judgment based, in part, on a knowledge of new professional standards and current developments 
in business and government.
This alert identifies areas that, based on current information and trends, may affect audit risk on many 1989 
year-end audits. It isn’t a complete list of risk factors to be considered, and the factors listed won't affect risk 
on every audit. But you can use this alert as a planning tool for considering factors that may be especially 
significant for 1989 audits.
EXPECTATION-GAP SASs
The Auditing Standards Board issued nine Statements on Auditing Standards (SASs)—Nos. 53-61—that are 
commonly called the expectation-gap SASs. Except for SAS No; 55 on internal control, all are effective for 
calendar-year 1989 audits (SAS No. 55 becomes effective next year). They all impose a number of new 
requirements. This summary highlights the new requirements that are expected to have the greatest effect on 
your audits. Remember though, this alert presents only highlights; there’s a lot more material in the actual 
SASs that you'll need to consider in planning, performing, and reporting on your 1989 audits.
New Planning Requirements
Misstatements. SAS No. 53 restates the auditor's responsibility for detecting material misstatements. It requires 
the auditor to design the audit to provide reasonable assurance o f detecting errors and irregularities that are 
material to the financial statements.
Identifying Illegal Acts. SAS No. 54 changes the auditor's responsibility for detecting illegal acts. It says that the 
auditor's responsibility for detecting illegal acts that have a direct and material effect on the financial 
statements is the same as for detecting material errors and irregularities (see the item on SAS No. 53, above).
The auditor’s responsibility for identifying illegal acts with only an indirect effect on the financial statements 
differs: the auditor must be aware that such illegal acts may have occurred and follow up when they have 
been identified, but is not required to design the audit search for these other illegal acts. (Certain types of 
illegal acts that may be of concern in 1989 audits are discussed later in this alert.)
Required Analytical Procedures. SAS No. 56 requires the application of analytical procedures in planning the 
audit. These procedures are intended to enhance the understanding of the client's business and activities and 
to identify areas of specific risk.
Auditing High-Risk Areas. The auditor should design the audit approach based on an assessment of risk.
(See SAS No. 53.) The auditor should respond to increased risk of material misstatement by:
□  Assigning more experienced personnel to the engagement or increasing the level of supervision.
□  Changing the nature, timing, or extent of planned audit procedures.
□  Exercising a higher degree of professional skepticism.
New Performance Requirements
Heightened Professional Skepticism. SAS No. 53 says that the auditor should perform the audit with an attitude 
of professional skepticism—assuming neither management honesty nor dishonesty. This is an important 
change. The previous standard (SAS No. 16) assumed management integrity in the absence of evidence or 
circumstances to the contrary.
Required Analytical Procedures in Evaluation. SAS No. 56 requires that analytical procedures be applied at the 
overall review stage of the audit to assess the conclusions reached and the overall financial statement 
presentation.
Evaluating the Going-Concem Assumption. SAS No. 59 requires the auditor to evaluate in every audit whether 
there is a substantial doubt about the client's ability to continue as a going concern for one year beyond the 
balance sheet date. If, after considering information about management's plans for the future, a substantial 
doubt about the ability to continue remains, the auditor would add an explanatory paragraph to the audit 
report regardless of whether the assets and liabilities are appropriately valued or classified.
New Communication Requirements
New Auditor's Report. SAS No. 58 requires a new form of standard auditor's report.
Communication o f  Irregularities and Illegal Acts. SAS Nos. 53 and 54 require communication of all irregularities 
and illegal acts, except inconsequential ones, to the client’s audit committee or, when the client doesn’t have 
an audit committee, to persons with equivalent authority and responsibility which, in a small business, may 
be the owner-manager.
Reporting Control Weaknesses. SAS No. 60 requires the auditor to report significant control weaknesses to the 
client, preferably in writing. SAS No. 60 sets a new benchmark for reporting on internal control: “reportable 
condition” replaces "material weakness.”
Required Communications with Audit Committees. SAS No. 61 requires that certain matters be communicated 
whenever the client is a publicly-held company or has an audit committee or oversight group, even if it's not public.
APPLICABILITY OF SAS NO. 63 ON COMPLIANCE AUDITING
Among other things, SAS No. 63 applies to reports on compliance with laws and regulations and internal 
control in engagements covered by government auditing standards (the GAO Yellow Book), but the 
applicability is broader than it might first appear. You may unexpectedly find yourself under government 
auditing standards and SAS No. 63.
Private Organizations
Due to federal laws, agency regulations, federal audit guides, and contractual agreements, the Yellow Book 
applies to many private organizations. For example, it might apply to the audit of a trade school because 
student financial aid is provided by the U.S. Department of Education, to a construction company because of 
financial guarantees provided by HUD, or to a financial institution because it processes government 
guaranteed loans.
State Agencies
Some states have adopted the Yellow Book for all audits of their political subdivisions or agencies.
ILLEGAL ACTS
Certain types of illegal acts recently have caused audit concerns.
Environmental Issues
The reach of the federal Superfund legislation is greater than it might first appear. Under that law, anyone 
who ever owned or operated a hazardous waste site or generated or transported hazardous material to the site 
may be held responsible for cleaning it up. Thus, for example, a client that acquires through foreclosure 
property designated a hazardous waste site can be held responsible for the cleanup even if  it had nothing to do 
with creating the waste or if the waste was present when the property was acquired.
Independent Contractors
The IRS has stepped up enforcement against abuses in classifying workers as independent contractors, rather 
than employees. Misclassification of workers as independent contractors may misstate the employer's 
liability for employment taxes and lead to fines or penalties.
Governmental Investigations
Recent governmental inquiries and investigations into some industries and practices (such as defense 
contractors or insider trading) may result in legal or regulatory challenges to customs or practices previously 
accepted in an industry.
QUESTIONABLE ACCOUNTING AND FRAUDULENT FINANCIAL REPORTING
In recent years the following situations have resulted in misstatements that auditors failed to detect. Consider 
whether they apply to your clients.
Revenue Recognition Issues
□  Improper sales cutoffs
□  Recording sales under bill-and-hold agreements, which cast doubt on whether a sale actually has taken place
□  Recording as sales shipments to third parties “authorized" to accept goods on behalf of buyers
□  Recording sales with written or oral rights of return when the chance of such return is not remote
□  Treatment of operating leases as sales
□  Non-recording of sales returns
□  Improper application of the percentage of completion method
□  Undisclosed “side agreements" on sales, leases, etc.
Other Accounting Matters
□  Improper deferral of costs
□  Improper off-balance-sheet financing or transactions designed to disguise the substance of the 
transactions—especially when there are undisclosed “side agreements"
□  Changing inventory count sheets
Red Flags of Possible Misstatements
□  Unusually heavy sales volume near the end of the year
□  Transactions that seem unnecessarily complex
□  Aggressive growth of a company with a poor internal control structure
□  Growth in sales or earnings shortly before an initial public offering
HIGHLY LEVERAGED COMPANIES (INCLUDING LBOs) AND HOLDERS OF JUNK BONDS
If you audit highly leveraged companies, such as those resulting from leveraged buyouts (LBOs), or clients 
that hold junk bonds you may face these audit risks.
Highly Leveraged Companies
An economic slowdown in the client’s industry or geographic area could strain the company's liquidity or 
cause loan covenant violations. In those cases, auditors need to consider: amounts and classification of 
liabilities; going-concern issues (the auditor's new responsibility for evaluating going-concern was discussed 
earlier in this alert); and the entity's plans, such as asset dispositions or deferral of expenses, and their effects 
on operations, in light of expected economic conditions.
Holders of Junk Bonds
The market value of junk bonds may be affected by current events, such as extreme market fluctuations and 
new requirements for savings and loan institutions to dispose of their junk bonds. The value of the bonds 
may depend entirely on the credit-worthiness of the issuer and the holder’s ability to keep the bonds until 
maturity.
LOAN AGREEMENTS
Current lending practices may affect classification of debt for clients that depend on credit provided by others. 
Due-on-Demand Clauses
Some debt agreements have due-on-demand clauses even though future maturity dates are stated.
Subjective Acceleration
Some debt agreements have covenants that accelerate debt payments based on subjective criteria, such as “material 
adverse changes." Adverse developments in the financial-services industry or the economy may cause lenders to 
judge these criteria differently than in the past and seek to exercise their rights under these covenants.
SPECIALIZED INDUSTRIES
While most of the items in this audit risk alert affect clients in many industries there have been developments 
in specific industries that you may need to be aware of.
Financial Institutions
Recent congressional testimony and other developments indicated that risks may be increased in the 
following areas this year:
□  Negative effects of local economies on real estate values and the resulting effects on the collateral 
underlying real estate loans and on collectibility of the loans
□  Weak underwriting policies and procedures (particularly over home-equity loans) and their effect on 
ultimate collectibility
□  Transactions that appear to lack economic substance
□  Carrying value of securities
□  Adequacy of allowances for credit losses on loans to less-developed countries (Guidance is provided in the 
AICPA Auditing Procedure Study Auditing the Allowance for Credit Losses o f Banks—product number 021050.)
Pension Plans
A recent Department of Labor report disclosed findings that many independent auditors of employee benefit 
plans’ financial statements failed to follow the AICPA guide Audits o f  Employee Benefit Plans and failed to 
properly disclose known violations of ERISA regulations. The report also noted that benefit plans' poor 
internal controls have led to understatements of employer contributions, improper disbursement of plan 
assets, and excessive administrative costs.
Current Environments in Specialized Industries
The AICPA has prepared four other updates that address the current environments in the savings and loan, 
credit union, property and liability insurance, and health care industries; each of these contains this audit 
risk alert as an appendix. Savings and Loan Industry Developments—1989 (022051), Credit Union Industry 
Developments—1989 (022053), Property and Liability Insurance Industry Developments—1989 (022054), and 
Health Care Industry Developments—1989 (022052) are available from the AICPA order department at $2.50 
each; $2.00 to members. Additional copies of this audit risk alert are also available in a separate booklet, Audit 
Risk Alert—1989 (022050), at $2.00 each; $1.60 to members. Telephone orders can be placed by calling 
800/344-6961 (US), 800/248-0445 (NY).
RECURRING AUDIT PROBLEMS
Certain problems have been identified in more audits than others. Some areas where auditors may fall short 
are described here.
Attorney Letters
Attorneys' replies to requests for information about litigation, claims, and assessments at times appear 
complete but in actuality contain vague or ambiguous language and are of little real use to the auditor. (An 
auditing interpretation of SAS No. 12 at AU 9337.18 discusses what constitutes an acceptable reply and what to 
do when an unacceptable reply is received.) Also, replies may not be dated sufficiently close to the date of 
the audit report; additional inquiries may be needed.
Audit Programs
Written audit programs are required in all audits. They help your staff understand the work to be done and— 
together with other working papers—help you evaluate whether work has been performed adequately and 
whether the results of that work are consistent with the conclusions reached. It’s important to be sure your 
audit programs are adequately tailored to reflect each client's circumstances and areas of greater audit risk.
TECHNICAL HOTLINE
The AICPA Technical Information Service answers AICPA members’ inquiries about specific audit or 
accounting problems. Call toll-free: 800/223-4158 (US); 800/522-5430 (NY)
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Tax Season 
Materials Available
The AICPA is again providing several tax season aids to assist CPAs in helping their 
clients to cope with the 1989 tax laws and procedures:
□  A CPA's Survival Guide for Taxpayers (889539)—A two-color, eight-page brochure for 
you to distribute to clients, display at the office or use as a supplement at meetings 
or seminars. It covers a wide range of topics, from uncovering deductions to what’s 
new in tax law. The price is $12 per 100;
□  Blazing a  Trail: A Guide to Preparing Your 1989 Tax Return (889558)—A slide 
presentation for delivery to general audiences, civic or community groups. 
Consisting of 39 color slides and a related script, the presentation outlines basic 
tax deductions and highlights changes in the current law. The price is $125, $65 for 
each additional set if ordered at the same time. No returns will be accepted.
□  A CPA's Guide to Tax Preparation (889543)—A 25-30 speech for delivery to general 
audiences, civic or community groups. It offers an overview of what every taxpayer 
needs to know before preparing a tax return. The price from the AICPA is $3 prepaid.
lb order, write to the AICPA Order Department, P.O. Box 10036, New York, New 
York 10108-1036, or call 800/334-6961 (US); 800/248-0445 (NY).
Tax Practice Guides 
and Checklists 
Available
The 1989 Tax Practice Guides and Checklists have been updated to include the latest 
changes in the tax laws. These documents have been sent to members of the AICPA 
tax division and are available to other AICPA members on the following basis: 1989 
Tax Guides and Checklists (059503); WordPerfect (059518), which is part of the APG 
software series. Either version is priced at $40; $32 to members. For copies, write to 
Tax Checklists, AICPA, P.O. Box 10036, New York, NY 10108-1036. Taxes and shipping 
and handling is extra.
Correction to 
Journal Article
The article, "New Guide for Common Interest Realty Associations,” which appeared 
in the November 1989 Journal o f Accountancy, stated that the accounting and auditing 
guide, Common Interest Realty Associations, is awaiting FASB clearance and is expected 
to be issued in January 1990. The proposed guide has yet to be sent to the FASB for 
clearance and will not be issued in January. The conclusions summarized in the 
article are, therefore, tentative and subject to change. This applies especially to the 
conclusion on reporting on common property whose title is in the name of the 
association, which differs from the conclusion in the exposure draft.
NOTICE OF AICPA PUBLIC MEETINGS
Management Advisory Services—An open meeting of the MAS executive committee will be held at 
the Inter-Continental Hotel in New Orleans on January 17, starting at 9:00 a.m. Possible revisions to the 
statements on standards for MAS will be discussed.
Quality Review—An open meeting of the quality review executive committee will be held on January 
8-9 at the Inter-Continental Hotel in Miami, starting at 8:00 a.m. The agenda follows:
□  Due Process Procedures (continuing discussion);
□  Oversight of State CPA Societies (continuing discussion);
□  Guidelines for Report Acceptance (preliminary discussion);
□  Alternative Approaches for Quality Reviews (continuing discussion of draft interpretation);
□  Administrative Fees (preliminary discussion);
□  State Society Administrative Manual (consider draft for publication);
□  CPA/SEA Quality Review Advisory Group (report of task force).
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Washington Briefs Passive Activity Regs Too Complex—In testimony at an IRS hearing on proposed 
passive activity regulations, Philip J. Wiesner, representing the AICPA tax division, 
said: "We are particularly disconcerted by the complexity and length of the 
regulations.” He recommended that the so-called superaggregation rule and special 
rules for professional service undertakings be eliminated.
New Rule Adopted on Credit Union Audits—The National Credit Union 
Administration (NCUA) has adopted a final rule that sets out the statutory conditions 
under which an outside, independent audit conducted by a CPA is required. The 
three statutory conditions spelled out in the rule are: The supervisory committee of 
the credit union has not conducted an annual audit; or the audit was not complete 
and satisfactory; or the credit union has experienced serious and persistent 
recordkeeping deficiencies.
Employee Business Expenses—The IRS has issued regulations (see December 12 
Federal Register) on the tax treatment of employee business expenses under a 
reimbursement or other expense allowance arrangement (see the December 12 
Federal Register). The new rules provide guidance to employers on what constitutes 
an accountable reimbursement plan.
CPA to Head UMTA—The Senate has confirmed Brian W. Clymer, CPA, as the 
administrator of the Urban Mass Transportation Administration. Prior to his 
appointment, Mr. Clymer was vice chairman of the board of directors for the 
Southeastern Pennsylvania Transportation Authority (SEPTA). He has also served in 
various other positions with SEPTA and is the founder of the accounting firm of 
Clymer Merves & Amon. Mr. Clymer has been a member of the AICPA since 1979.
Progress Reported on Tax Simplification—According to IRS Commissioner Fred 
Goldberg, the IRS will issue within the next two to three months packages of simpler 
tax regulations. At a meeting of the AICPA’s tax division on December 8, he said that 
this was part of an ongoing effort to reduce regulatory complexity. The commissioner 
noted that the first such package, on substantiation of employee business expenses, 
was issued on December 7.
Guide to Free Tax Services Issued—The IRS has issued its Guide to Free Tax Services 
(Publication 910) for the 1989 tax year. It contains descriptions of free tax services 
and lists free tax publications and gives tips on filing returns, avoiding common 
errors and filing electronically. Copies are available by calling 800/424-3676.
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